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in my own home town; my home State, before an organi- 

zation dedicated to creating a better understanding of 
world affairs. I note that this council has had twelve speakers 
before my appearance here tonight, and it is significant to 
note that this is the first speaker who has had the subject of 
Latin America. I trust that it will not be the last because it 
seems to me rather unfortunate that we usually hear of Latin 
America only when there is an earthquake, a flood, a hurri- 
cane or a revolution in that area. We get very prompt and 
efficient coverage of such legitimate news items, as we should. 
But another story, much bigger, more exciting, and more im- 
portant is not adequately being told in the United States. 
[his is the story of an old and honored civilization awaken- 
ing, of a potential economic giant being unshackled, of the 
way being paved for inevitable development which may bring 
to Latin America more progress in the last half of this century 
than the United States itself experienced during the first half 
of the century. 

This is the story that I would like to tell tonight. 

First, a word about the trip. As representatives of the 
President, Mrs. Nixon and I visited ten countries in Middle 
America and in the Caribbean area, and we also visited Puerto 
Rico and the Virgin Islands. We saw some breathtaking 
scenery and I can urge all of you to visit these areas because 
it is a tourist's paradise—the volcanoes in Mexico—the land 
of eternal spring, Guatemala—the magnificent lakes in Nica- 
ragua—the fine climate in Costa Rica and San José, and com- 
ing from a Californian that’s high praise, you know—and the 
vitality of Chiriqui province. You have never heard of it, 
perhaps, but it’s the Texas of Panama. And the vacation 
wonderlands of the Caribbean—Habana, St. Thomas, San 
Juan, Ciudad Trujillo, Port-au-Prince, all of these we were 
able to see even though very, very briefly. And we saw great 
religious and cultural and historical monuments—the Shrine of 
Guadalupe in Mexico, the Citadel in Haiti, and in the Do- 
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minican Republic the University of Santo Domingo, the oldest 
in the hemisphere. 

We were privileged to meet and to be entertained graciously 
by the heads of State and other Government officials of the 
countries that we visited, and departing from the usual format 
of such visits by Government officials we did something else. 
We saw thousands of people in all walks of life. Mrs. Nixon 
visited by herself 88 schools, orphanges and hospitals, includ- 
ing the leper colony in Panama. I went to farms, factories, 
schools, churches, and the market places where I met people 
in all walks of life. In fact, some of the newspapermen who 
were along and 8 Bg kept track of such things said 
that we shook hands with 28,526 people during the course of 
the thirty days. 

In connection with all this, sometimes the question is asked: 
Why? Why meet these common ordinary people, workers, 
laborers, farmers, teachers, and students? The answer is 
just as I gave it when we returned from Asia. We felt that 
this was the only tangible way for us to express the deep 
affection that the American people have for peoples in other 
lands. It was the way that we had to get to know them, and 
through us they were able to know a little about the United 
States. 

Now for some impressions, and may I emphasize that the 
impressions are not those of an expert but of a visitor trying 
to cram years of experience into a period of thirty very, very 
brief days. 

Why is Latin America important? You know, in these days 
we are justifiably concerned by what is happening in Asia 
and in Europe, and sometimes have a tendency to underesti- 
mate the importance of Latin America. But consider for a 
moment these facts. Strategically, the Republics in the Ameri- 
can hemisphere are our closest neighbors. Therefore, they 
can be, as they are now, most essential friends; they could be 
in the future potentially dangerous enemies. 
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Economically, and this is not, I think, too well known in 
the United States, Latin America buys more from the United 
States than all of Europe put together; Latin America buys 
more than all of Asia, Africa, and Oceania combined. Mexico 
is our third best customer; Venezuela, our fifth, Cuba, our 
sixth. 

Politically, the countries of the Western Hemisphere form 
together a bulwark of the free world, supporting free world 
principles and opposing Communist encroachment. If we 
didn’t know it before, we certainly learned it at Caracas. 
And we find the clear principles guiding the American Re- 
publics constantly demonstrated at the United Nations. Our 
countries seldom fail to act virtually as a unit on issues of free 
world importance. 

Consider the population problem for a moment. Right to- 
day there are ten million more people in Latin America than 
there are in the United States. At the present rate of growth 
in that area, which is twice the world rate, there will be six 
hundred million people in Latin America by the end of this 
century. 

With these facts in mind, and for other reasons as well, 
it can truly be said that what helps one of the countries in 
the Americas helps us all and what hurts one will in the 
end hurt us all. 

Now, let us consider what has been wrong with the past 
policy of the United States toward Latin America. I think 
that I could sum it up in this way: that our policy toward 
Latin America in the past has been characterized by stops 
and starts, by big taik and very little action. On too many 
occasions a report is made advocating a program for progress 
in Latin America; everybody gets excited for a few days or a 
few weeks; and then the report is quietly pigeon-holed and 
for the most part forgotten. United States policy toward 
Latin America must have consistency, continuity, and follow- 
through. This Administration recognizes the necessity for that 
type of policy, and we are determined to carry it forward. 
Dr. Milton Eisenhower's trip to South America, and our visit 
to Central America, is clearcut evidence of the vital importance 
this Administration attaches to developing a more effective 
policy for Latin America. 

I would like to discuss briefly the prospects for peace and 
political stability in this area. First, an optimistic note. I 
believe that there is substantial hard evidence that the inter- 
American area is entering an era of greater internal stability 
and peaceful relations. Let me give you some reasons, some 
examples. I was able to witness firsthand the culmination of 
the efforts of the Organization of American States to settle 
the dispute which had arisen between Costa Rica and Nica- 
ragua, two countries whose peoples are neighbors and friends. 
Their leaders, each devoted to his country, and each believing 
in the justice of his position, expressed to me personally a 
determination to attempt to find peaceful solutions of the 
differences between them. Incidentally, those expressions 
about solutions were both made, significantly enough, at 
one-thirty in the morning after a considerably long conference. 
But the OAS and the leaders of both countries, President 
Somoza and President Figueres, are to be congratulated, I 
believe, for the example that they have set for the whole 
world in finding peaceful solutions to difficult problems. 

We found Panama still grieving over the senseless assina- 
tion of President Rémon, a man who will without question go 
down in history as one of the greatest leaders, one of the 
greatest presidents, Panama has ever had. It was our privilege 
to present to Mrs. Rémon, who visited Washington and made 
such a wonderful impression with her husband when she was 
here a few months ago, the sympathy of President and Mrs. 
Eisenhower and of all of the American people in her great 
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loss, as well as that of Panama. I am convinced, however, 
that President Arias and the members of his government will 
successfully steer Panama through this crisis and that they will 
continue the regime of stability and progress which President 
Rémon had so auspiciously inaugurated. 

Honduras is a country which has been plagued by over 100 
revolutions in a relatively brief history. Recently, it seemed 
headed for another governmental crisis when no candidate for 
the presidency won a majority of the votes. But the situation 
brightened because Vice President Lozano, as Chief of State, 
stepped into the breach. He’s doing one of the most outstand- 
ing jobs in the hemisphere in dealing effectively with the 
problems of the people, and in creating an economic cli- 
mate which will attract the new investment which is so essen- 
tial for progress. 

Now, let us turn to the country of our closest neighbors, 
our friends south of the border—Mexico—which is the second 
nation in population among all the American republics. Presi- 
dent Ruiz Cortines, in my judgment, is one of the greatest 
leaders Mexico has ever had. This man, who is at once gentle 
and strong, honest and able, has a burning desire to raise the 
standards of living of his fellow countrymen. I saw that 
desire. I heard him speak feelingly time and again of the 
fifty percent of the people of Mexico who, he said, lived on 
tortillas and frijoles. He brought it home vividly to us after 
a magnificent luncheon that he and his lovely First Lady 
gave for Mrs. Nixon and me at Los Pifios, the Presidential 
Mansion. As we stood on the steps of the mansion I re- 
marked to him: ‘This is a most beautiful presidential man- 
sion, Mr. President,” and he said, sadly, “it is beautiful, but 
300 meters away people live in caves. That’ he added, “is the 
tragedy and the problem of Mexico.” 

But Mexico has reached the stage of political maturity, 
and under President Ruiz Cortines’ wise policies, economic 
progress, in my opinion, is bound to follow. 

Other examples could be given, but I would like to mention 
Puerto Rico just briefly. You know, unfortunately, many of us 
think of Puerto Rico primarily in connection with the attempt 
of a group of fanatics to kill members of Congress last year 
Consequently, when we went there we made it a special point 
to make many unexpected stops and to go out and meet the 
people on the streets. I can tell you that they're friendly to 
the United States of which, of course, they are a part, and 
that they are proud of the American citizenship which is 
theirs. They are proud of their autonomy, which was written 
by themselves into their Constitution, and ratified by the 
United States Congress, and they’re justifiably proud of the 
way in which they are dealing effectively with problems of 
education, housing, public health, agriculture and the develop- 
ment of natural resources. You have to be there to see how 
effectively they are doing this. Puerto Rico, in my opinion, 
is the absolute refutation of all the Communist propaganda 
about the United States as an oppressive, imperialist power 
with a policy of colonial enslavement. I was privileged to 
meet, incidentally, several of the thousands of Puerto Ricans 
who fought so gallantly in Korea in our forces. In one 
factory which I visited, the majority of the workers were 
Korean veterans. 

Under the leadership of their dynamic, forward-looking 
Governor Mufioz Marin, Puerto Ricans are proving in this 
very small land with a tremendous population what can be 
done to conquer poverty by a people who have vision and 
determination, and who make the maximum use of very 
limited natural resources. 

With reference to the area in general, it seems to me that 
what must be done is to explore every means of developing 
closer political and economic relationships between these na- 
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tions—nations already closely bound together by geography, 
culture and by economic factors. A periodic meeting of the 
Chiefs of State of the countries concerned, and the expansion 
of ODECA, the Organization of Central American States 
which has been sponsored so vigorously by President Osorio 
of Salvador, are among the specific steps that might be con- 
sidered. 

I would like to comment at this point on a question about 
which I have had several inquiries since returning to the 
United States. What about Communism in the area? What 
are the dangers? What are the prospects? 

In my .opinion, Communism has reached and fortunately 
has passed its high water mark in the Inter-American area. 
The danger is still present, however, because the Communists, 
though underground and very few in number, are well-organi- 
zed, and in many of these countries a well-organized minority 
always has a chance to overthrow the government and to 
impose its rule upon the majority of the people. 

Guatemala is a grim and terrifying monument to Com- 
munist failure, both in Latin America and throughout the 
world, and Congressman Hillings, who visited there a few 
months ago, will, I am sure, bear me out. The Communist 
were in power for ten years in Guatemala, and never has a 
government promised so much and done so little for the 
people. They promised the laboring man free organization of 
unions and fair labor laws. But under the law adopted in 
1947 they set up government-dominated labor organizations 
dedicated to serving the interests of the Communist interna- 
tional labor organization in Moscow rather than those of the 
working man. Non-Communist labor leaders were jailed and 
exiled. Leaders of workers who attempted to organize the 
thousands of unemployed were beaten up and jailed. 

In this connection might I just comment that I was en- 
couraged by the development of free trade union leadership 
in many of the countries which I visited, notably Cuba, 
Mexico, Puerto Rico, and in Honduras as well. It’s generally 
becoming recognized in these areas that the answer to Com- 
munist trade union leadership is not the negative alternative 
of no unions at all but the constructive alternative of en- 
couraging and developing free trade union leadership. 
Governments and employers alike are beginning to realize that 
it isn’t a question of whether or not workers are going to 
organize—it's a question of how they are going to organize. 
And the development of strong free trade union leaders, it 
seems to me, is one of the most effective ways to defeat Com- 
munist objectives in this area. 

But going on with the comparison of what the Communists 
promised and what they did in Guatemala. They promised 
high wages and benefits, but prices went up so fast that they 
ate up all of the wages increases that were actually granted. 
They promised to build more schools, but they came up only 
with political planning. As a result, they squandered large 
investments in over-ambitious and poorly-located structures, 
many of which could never be used because of lack of teachers. 
Textbooks and courses were revised to express the Communist 
doctrine. Non-Communist teachers were forced out of the 
profession. 

It is no accident, incidentally, that some of the strongest 
opposition to the Communists in Guatemala came from the 
organizations of university students who saw that Communism 
was perverting education in that country for Communist 
purposes. 

The Communists promised health and hospital care. But 
instead of filling the needs in this field, they actually ob- 
structed these measures. Examples: the appropriations for 
public health were substantially below those for some of the 
neighboring countries like Panama, Costa Rica, and Cuba. 
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The substantial programs for malaria control, sanitation and 
other projects were dropped because U. S. agencies were 
cooperating with the Guatemalan Government. Consider the 
tragic example of hospital space. The President Roosevelt 
Hospital, a vitally needed 1,000-béd structure, was com- 
menced in 1942. It was still unfinished in 1954 when Castillo 
Armas came into power. And let me say that this hospital, 
which the Communists failed to finish in 12 years, will be 
completed and fully in operation within one year under the 
Castilla Armas Government. 

The Communists promised to construct thousands of houses. 
Yet, in nine years, virtually the only housing projects which 
were completed were several fine mansions for the use of the 
top Communist officials. 

They promised new roads. But after 9 years, despite huge 
expenditures of funds supposedly for highway purposes, the 
national highway network in Guatemala was in the worst con- 
dition in history when the new government took over. 

They promised agrarian reform, but they made the farmers, 
in effect, tenants of the state without ever letting them gain 
title to the plots parceled out to them. The interests of these 
farmers were subordinated to those of the Communist Party. 
The result was a collectivist farm system under which farm 
workers exchanged a new and a tougher master—the tyran- 
nical Communist state—for their former landlords. 

They squandered the national inheritance consisting of state- 
owned coffee plantations by putting them in the hands of 
their party favorites and they thereby caused a drastic decline 
in productivity and the loss of millions in income to the 
nation. 

As a result of their systematic hostility to business enterprise, 
they discouraged normal economic expansion and drove into 
exile abroad an estimated 50 million dollars of domestic 
Guatemalan private capital. 

To cap it all off, when President Arbenz abdicated he took- 
with him a cool million dollars in cash from the already sacked 
national treasury. Incidentally, President Eisenhower was 
quite amused during my report to the Cabinet on Friday when 
I pointed out that proportionately this would be like a Presi- 
dent of the United States skipping off with a billion dollars. 

You have heard about the atrocities visited upon the people 
of Guatemala by the Communists, but you can’t imagine how 
terrible they were and how the people felt. It is impossible 
for one who hasn't visited Guatemala to get the feeling of the 
hatred of the people in all walks of life for that regime. The 
record just cited explains it in part. And the strong support 
for Castillo Armas among the people is explained by this 
record despite the difficulties that he has encountered since 
coming into power. 

I saw that support first hand. Cheering thousands were on 
the streets every place we went together in open cars. He is 
the man of the great majority of the people and they are be- 
hind him. There is no question about that. 

I don’t mean that Guatemala is yet out of the woods. It 
isn’t. But it has a fine people. It has rich, undeveloped 
natural resources and it has an honest, a dedicated, and a 
courageous leader in President Castillo Armas. His objective 
was summed up—I thought very eloquently—when he told 
me: “We have proved that we can beat the Communist with 
guns; now we have to prove that we can do better than they 
did in providing social justice for the people.” 

In no place in the world are the stakes for free peoples 
higher than they are in Guatemala. Here the whole world has 
a chance to make a direct comparison between what a Com- 
munist government can do for an undeveloped country and 
what a free government can do. The free world can’t afford 
a failure. I am confident that success will crown our coopera- 
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tive efforts to succeed. I am convinced, and I will make a 
prediction, that the Castillo Armas Government can do more 
good for the people of Guatemala in two years than the 
Communists did in ten years. And that will ' . tremendous 
accomplishment not only for Guatemala bu for the cause 
of freedom every place in the world. 

And now to the exciting story of economic development. 
An era of progress is inevitable in this area. There are rich 
undeveloped resources and people who are willing to work. 
What else is needed? First of all Latin America needs 
markets. Trade with the United States is the most important 
single factor in the economic development of Latin America. 
And let me say that interest in trade in Latin America far ex- 
ceeds any interest in grants, loans or technical assistance. 

From our standpoint we must bear in mind that virtually 
every dollar we pay for products of Latin America is in turn 
spent in the United States for the products we sell to them. 
Reducing our imports from Latin America would mean less 
dollars for our exports to that area. 

President Eisenhower has placed greater emphasis than 
ever this year on the importance of a gradual selective re- 
duction in artificial barriers to trade. In visiting Middle 
America I saw the physical proof of the importance of this 
policy to the members of the American family. The Ameri- 
can people must face squarely the question of whether we will 
continue to import from our sister American Republics even 
though this, at times, means competition with American pro- 
ducers in some industries. The importance of vigorous inter- 
American trade to our own well-being is such that I believe 
that we will not falter in making the correct decision. 

Second, Latin America needs capital. 

The major source for capital is not from government 
grants or loans, but from private investors, both from within 
the country concerned, and from without. To attract private 
investors, the interested governments must create conditions 
which will give confidence to them. A test as to whether 
the government is successful in doing this may be found in the 
extent to which its own people are investing their savings in 
the economic development of their country. If confidence 
among domestic investors exists, the only added factor needed 
to attract foreign investors is assurance of non-discriminatory 
treatment. 

Capital is available today in the hands of private investors 
in Latin America, in the United States and elsewhere in .2:e 
world, in quantities sufficient to expand the rate of new in- 
vestment far beyond anything we have seen to date. To at- 
tract these private investors is a job that must be done by the 
local governments, and I have been encouraged that the 
governments of most of the countries I visited are aware cf 
this. They are moving constructively to meet this objective. 

This is especially true in Mexico City, for — and in 
Managua, Ciudad Trujillo, and San Juan. All of these are 
boom cities today because government policies have created 
peace, stability, and private investment has been encouraged. 
In addition to private capital needs, there are some projects 
such as roads, irrigation systems, and port facilities for which 
government capital must be provided. It is to the interests of 
the people of the United States for our government to make 
available large sources of credit for this type of investment 
which often is far beyond the economic capacity of the govern- 
ments of this hemisphere. At the Rio Conference, we assured 
the Republics of the hemisphere that through the Export- 
Import Bank our government would do its utmost to satisfy 
applications for the development loans which satisfy certain 
sound and logical conditions. I returned from our trip con- 
vinced that our Government's aid to Latin America should 
be primarily in the form of loans rather than grants and I 
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found this to be the prevailing opinion among the Heads of 
State in the countries which I visited. 

Latin America needs technical training. The U. S. technical 
aid program is working well in the countries which | visited. 
People in these countries have an amazing ability to learn 
quickly, and they are willing to work hard in order to learn. 
I saw it in instance after instance during by visits to various 
projects. The small amount that we are contributing for 
technical advice and assistance will pay in the end enormous 
dividends in increased productivity for the courtries involved. 

Latin America needs communications. I have already made 
clear my strong belief in the necessity of finishing the Inter- 
American Highway. 

The highway iS of importance economically to those coun- 
tries and to us. It is important to those countries in the crea- 
tion of political stability. It is important to us from the mili- 
tary and strategic standpoint. And may I say that an ac- 
celerated program of construction finishing the highway with- 
in three to five years would pay dividends to the taxpayers here 
and untold dividends to the countries there. And when this 
highway is finished I hope that I'll drive down with my 
family over it to visit these countries again. I hope that all 
of you who are listening will do likewise. 

As we consider the economic situation of our neighbors, 
some people may say—why should we care about economic 
progress in Latin America? There are a number of reasons. 

From their standpoint, the end we seek in economic de- 
velopment is to provide more jobs at better salaries, a greater 
volume of goods at reasonable prices. And from our stand- 
point, political stability in the Americas, we know, is as 
essential to us as to them, and political stability depends to a 
great extent on economic stability. As the economic well-be- 
ing of these countries improves, we benefit directly, because 
they are able to sell more to us, and that means that they can 
buy more from us. The best proof of this is that Canada, with 
its high standard of living, is our best customer in the world 
today. 

Our Exchange and Library programs in this area are as 
effective as any I have seen in the world. I believe that they 
should be expanded. And may I say that our Government 
personnel, and our State Department personnel in this area 
particularly, are doing a splendid job under difficult circum- 
stances. I trust that that job is well publicized throughout the 
United States. I am glad to say that word with regard to it 
today. 

And may I add this thought for all of us. We received a 
wonderful welcome at every place we stopped. But the wel- 
come was not for us—it was for the people of the United 
States. And you can help citizens to create good will by 
welcoming them, and people from all over the world, when 
they come to this country. Good will is something that should 
not be considered as created just by a good will trip which 
lasts for 30 days. It must be practiced every day of the week 
and the year. Let us all help in being good will ambassadors 
at home and abroad. 

I should like now to refer to a point that I made earlier in 
my remarks. Before we came into this room tonight, I met 
an old friend of mine and he asked me “Are those people 
down there really friendly to the United States?’ We all 
read stories from time to time about somebody or something 
being anti-American but I can say that the people in these 
countries could not have been more friendly than they were 
at every place we visited. And I think that I am a fair judge 
of the reactions of people. You learn that, of course, as you 
travel around in political campaigns. It would have warmed 
your hearts to see the magnificent reception that we received. 

I have mentioned our Government personnel in the area 
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we visited and how we were impressed by their dedication 
and by their work. I trust that more and more young men and 
women will go into the Foreign Service and do the splendid 
job, sometimes under difficult circumstances, that so many of 
our career people are doing in the Foreign Service today. 
We need good people and certainly all of us should attempt 
to encourage them in this. 

In addition to our own Government personnel and officials 
of other Governments, we saw a lot of people not connected 
with governments who were doing a wonderful work in 
creating conditions which would lead to peace and better 
relations between peoples. The were also doing an excellent 
job in building conditions for economic progress, better health 
ind sanitation in the area. ’ 

There were many people who impressed me. I will never 
forget a priest in San Salvador. We stopped at his school as 
we rode along the road. He is a man in his early forties, full 
of vitality, who for ten years has been running almost single- 
handedly a school for under-privileged boys. He teaches 
them trades and the highschool produces graduates who are 
able to go out and contribute to the economy of their coun- 
try in a very substantial way. This they could not possibly 
do without the assistance which he provides. 

I remember an incident in Haiti. Haiti is a country which, 
unfortunately, is very limited in its resources, but its people 
are good people. They were just as friendly to us as any 
people could be. As we drove into the city from the airport 
we saw a group of little handicapped children drawn up in 
wheelchairs and standing by them were Sisters from Boston, 
the Sisters of St. Margaret of the Episcopal Church. We 
stopped and greeted some of the children and we were able 
to see some of the work that those Sisters were doing—a 
labor of love in bringing affection and devotion to children 
who perhaps would otherwise never have a moment of ‘it in 
their lives. We thought of the tremendous contribution they 
were making to good will, as well as to the lives of the in- 
dividuals they help. 

I remember a doctor in Honduras. A big tall man, he was 
trained in New York under perhaps the leading specialist in 
lung surgery in the world today. And he has become a lead- 
ing specialist himself. I was told he could command the 
highest fees either in Tegucigalpa, the capital of Honduras, 
or in New York where he had been asked to come. But he 
has remained in his country, and he spends more than half of 
every day that he practices in a tuberculosis hospital in Hon- 
duras. He performs operations that are highly technical and 
difficult. They require from two to two and one-half hours 
each, and the only pay that he gets are the grateful smiles of 
the patients who but for him would not have long to live. 

I remember the Ruiz Galindo family. The Ruiz Galindos 
run a factory in Mexico. It's a small factory by our standards 
and our scales, but it is a well-operated enterprise. They make 
everything from safes to kitchen cabinets and refrigerators. 
They have to make a number of products, as they pointed 
out, in order to compete effectively in their area. They showed 
me through the factory very proudly. As we stepped from 
factory out into an immense playground area, Mr. Ruiz Ga- 
lindo said that we were now to see what he considered the 
most important of his life’s work. We saw acres of recreation 
space for the workers, and a school for youngsters through 
the sixth grade. We went into the schoolrooms and saw the 
immaculately scrubbed little Mexican children there and talked 
with them. Ruiz Galindo said, ‘This is the future of Mexico.” 
I thought that Mr. Ruiz Galindo also represents the future of 
Mexico and the new kind of responsible individual enter- 
prise which we have known in the United States and which 
is now developing in other areas of the world as well. 
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I remember the tremendous impression that was made on 
me by the Archbishop in Guatemala. A very slight man, but 
a man with an inner strength that you could see in his eyes. 
He talked to me about the days when the Communists were in 
power. He pointed out that in order to defeat the Communists 
we had not only to provide for economic progress but it was 
necessary to have strength of spirit as well. To beat the Com- 
munists, he said, it is necessary to convince people in their 
heads as well as in their stomachs. I had read of him before 
I came and I heard from those who were with me that this 
man for ten years had continuously preached against the 
Communist, and that he was so strong that they were afraid 
to jail him. 

I want to mention also Dr. Wilson Popenoe, a remarkable 
man, a typical Californian, whose brother, Paul Popenoe, is at 
the University of California in Los Angeles. Dr. Popenoe is 
the director of an agricultural school for boys in Zamorano, 
Honduras, that is doing a wonderful service for that and 
other Latin American countries. The school was established 
and is supported by the United Fruit Company as a public 
service. 

Each year Dr. Popenoe, with the dedicated assistance of his 
wife and the other teachers, graduate approximately seventy- 
five students who come from ten countries. Here they learn 
to live together, they learn to break down the prejudices that 
they might otherwise have and of course they go back to the 
countries from which they came trained in the most modern 
agricultural techniques. This is truly a public service since 
these students cannot go to work for the United Fruit Com- 
pany. And Dr. Popenoe, of course, is responsible for the 
magnificent training that they receive. 

I could give other examples. I remember for example the 
locatarias. I asked the origin of that word. This is the name 
for the market women and one Guatemalan said to me, 
facetiously, that he thought that the word had its root in the 
word ‘‘crazy” or “‘loco.’’ He said everybody calls these market 
women just a little crazy. Of course my answer would be, as 
was his, “I wish there were more people in the world who 
were just a little crazy.” They were the backbone of the 
resistance to the Communists and they were the ones who 
went into the Assembly and threw overripe tomatoes and 
bananas at the Communist deputies. They were the ones that 
went to jail, suffered and were tortured. And, what is most 
important, they are the beginning of a middle class in that 
country. 

I remember the graciousness shown us everywhere and 
the friendliness we found. It is something that touched our 
hearts every place that we went. I remember as we stepped 
from the Shrine of Guadalupe there were approximately two 
thousand Mexicans in the square who threw confetti, and 
shouted ‘Viva los Estados Unidos, Viva Mexico, Viva Eisen- 
hower, Viva Ruiz Cortines.’”’ And I remember the little old 
man who gave us a beautiful bouquet of flowers as we left the 
church. He said, ‘I work in the market here and those of us 
who work in the market wanted you to have this as an ex- 
pression of esteem from the people of Mexico to the people 
of the United States.” That type of instance was repeated 
over and over again. 

In Managua there was a young Nicaraguan boy who stepped 
up to me. He was obviously a laborer with a relatively low 
income. He pulled a ring from his finger, and he put it on 
mine, and I said ‘‘No, you can’t do that.” He said, “I want 
you to have it.” He said, “You have come and paid our 
people a visit. We love the United States and I want you to 
have this ring as a symbol of our love.’ 

Little people, big people, all kinds of people, expressing 
the affection of peoples to peoples. Of course, that is the 
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major point that I wish to make to you here tonight in these 
informal remarks at the conclusion of this meeting. Leaders of 
Government have the responsibility of maintaining peace. One 
of the ways they maintain peace is through contracts, contracts 
that are called treaties. I remember one of the first things 
that I ever heard when I started as a first year man at law 
school back in 1934 was what my contracts professor told me 
about contracts. He said a contract is only as good as the 
will of the people to keep it. A treaty too is only as good as 
the will of the people to keep it. And the will must come, 
not from the heads of statesmen, but from the hearts of the 
people. That is why we took this trip; that is why the Presi- 
dent has such a deep belief in contacts between peoples; and 
that is why I urged just a few moments ago, that you here in 
this audience help to create good will by welcoming our 
friends from Latin America, from Asia, from Europe, who 
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come to the United States by the thousands—teachers, students, 
business people, tourists. Welcome them as they would wel- 
come us. The Latins have a wonderful phrase which I think 
conveys this message better than anything else that I could say. 
We couldn’t cross a threshold, we couldn’t get off an air- 
plane, without having our host, whoever he or she might be, 
say to us “Esta usted en su casa,’ meaning more than the 
American ‘‘make yourself at home.’’ It means you are in your 
home. And in French-speaking Haiti, the same thing, “Vows 
étes chez vous,’ you are in your own home. So I say, let us 
convey that message to our friends who visit us from the 
other countries, and as we convey it we can contribute our 
part as ordinary American citizens, not members of Govern- 
ment, in creating the peaceful world that is the hope and 
the dream of peoples everywhere. 
Thank you very much. 


Current and Prospective Developments 
in Africa 


HOW WILL THEY AFFECT THE UNITED STATES? 
By BRIGADIER GENERAL WILLIAM H. WILBUR, Highland Park, Illinois 
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“HOW WILL CURRENT AND PROSPECTIVE DE- 

VELOPMENTS IN AFRICA AFFECT THE UNITED 
STATES?” That is a rather large question, and I imagine that 
you would like to have an answer which will break it down 
and give an answer from the viewpoint of the political situa- 
tion, the economic situation, the commercial situation and the 
social problem. 

As Mr. Loynd has stated, Africa is a stupendous unit, and 
has stupendous problems. It has as magnificent resources as 
exist anywhere under the sun. Africa has gold, diamonds, 
cobalt, copper, and on you go, on the mineral side; agricul- 
turally in some of the areas like Kenya they raise everything 
from coffee to wheat; and of course there is the normal pro- 
duce of a tropical area. But the development of these re- 
sources is the great problem. They are there—the resources— 
but the development is not the relatively simple problem that 
it would be if they were found in the United States. This is 
because of the backwardness of the entire continent because 
of the racial problems; because of the political bitterness that 
exists in many of the countries among the white people them- 
selves. And also because of the lack of a market among many 
of these millions of the inhabitants of Africa. 

There are something like 200 million non-Europeans in 
Africa. That is of course a guess; nobody knows how many 
there are there. And there are said to be something a little 
over four million whites, so that you can see that ratio of 
non-Europeans to Europeans is simply enormous. And this 
enormous number of non-Europeans, of non-whites, has little 
or no value at the present moment as a possible market. How- 
ever, the whites that are over there provide a market and 
extensive opportunities are beginning to develop all over 
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Africa. You know that we get about 75 per cent of our 
uranium from the Belgian Congo, and I am sure you know of 
the copper mines and others that are being developed in 
Africa. But they are all influenced by local conditions, all 
interfered with by local officials, and if you, at any time, 
think that American officialdom is a little bit in your way, 
I would like to have you go to Africa, and you will find that 
officialdom there is as stupid as you can find it anywhere 
in the world, and as interfering as it is possible to be. Further- 
more, sometimes I have thought that they were proud of the 
fact that they had those qualities. 

There are deficiencies in basic transportation, deficiencies 
in communications; there is a low standard of living. As I 
stated, illiteracy is general among the mature people, so that 
you don’t have a situation which is comparable to anything 
that we may have in the United States. Many of you have 
been to these countries, and you will bear me out in saying 
that no two countries are alike. You go to one country and 
you find that certain conditions have to be met. You go to 
another one and you may think that your experience in the 
first country will help you, but you usually have to start right 
at the very beginning, if you're going to develop anything 
worth while in one of these countries. 

Now, first let’s get some facts, to put this jigsaw puzzle 
together—and it is a jigsaw puzzle in Africa, with many 
conflicting influences and many problems. Africa, in general, 
as I have stated, has about 200 million non-Europeans, and 
about four million Europeans, or whites. 

In general, we can divide Africa into three parts. There 
is what might be called Arab Africa; that is the broad band 
of population that extends all along the Northern Coast of 
Africa, from Morocco to Libya and over to Egypt. Then of 
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course there is the Sahara Desert with a certain limited popu- 
lation, but it is very, very small. I doubt if anybody is going 
to change their ways of living very much in the near future. 
There are other deserts. The desert of Bechuanaland, way 
down in the southern part of Africa, is also enormous. And 
then the third part of Africa is what is sometimes called 
Black Africa. That would include all of that part of Africa 
which is south of the Sahara Desert. It would include all of 
the great southern bag of Africa. If we had a map of Africa 
on the wall behind me, you know how that “bag,” or southern 
part of Africa drops down to a rather square bottom. That 
is all known as Black Africa. Black Africa goes a little bit 
farther north because there is a band of black all along the 
southern edge of the great bulge that extends out toward 
South America. Senegal, Liberia, the Gold Coast and Nigeria. 
Those areas are also in Black Africa. Also we must include 
Ethiopia on the East. 

Let's look at the situation in Black Africa. You probably 
know that it is also known as Bantu Africa. All of the black 
tribes are collectively called the Bantu tribes. There are many 
hundreds of them. Each tribe has its own language, and 
communication between them therefore is difficult. As an 
indicator of the intelligence of the black people, however, 
you will find that the normal African native is able to speak 
not only the language of his own tribe, but he also wt. a 
special language which is used in intercommunication between 
tribes. 

For instance, down in the southern part of Africa, a native 
of the Shangaan tribe talking to a Zulu would speak in Sutu. 
Neither one would use his own languge. And all of the males 
who move around at all have to learn this second language. 
In the Kenya area if a native of the Kikuyu tribe talks to a 
Masai he will talk in a language called Swahili. So you find 
that language-wise, educationally, these people are in some 
cases quite intelligent. 

[ wonder what you would think if you were required to 
learn a language which has 57 tenses in the indicative mood. 
That is the language of the Kikuyus. That is the group that 
has the Mau Maus in it. Many people think of that tribe as 
the most intelligent tribe in Africa, and their language has 
57 tenses in the indicative mood. If we say these people 
aren't educated, perhaps we should reconsider our estimate. 
And let us note that this complicated language has come down 
through the centuries by word of mouth. The male there is 
very proud of his forensic ability. May I state in passing 
that he leaves the physical work to the woman. 

The Union of South Africa has something more than two 
million whites. This is more than half the white population 
of Africa. It has somewhere between eight and ten million 
blacks, and some three or four hundred thousand Asians. 
There is a preponderance of black over white of more than 
i to 1. Before we judge these ee too harshly we might 
ask ourselves what we would do if we should wake up to- 
morrow morning and find that in every nook and cranny of 
the United States there had been placed 600 million people 
of an alien race of limited intelligence and of limited educa- 
tion. If we should find these 600 million primitive people, 
so many that the ratio would be 4 to 1, what would we do? 
Would we give them full political rights immediately? I don’t 
think we would. I think we would be very unwise to do that. 
I hope we wouldn't handle the problem the way they are 
handling it down in the Union of South Africa. But we 
certainly would not give them full political rights. The 
problem is a difficult one. Bu! they are not solving it the 
way I believe you would want it solved. 

Now let's consider the economic situations of the Union 
of South Africa. If we look at it as an economic unit, which 
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you as businessmen would do, you would find some very 
interesting facts. In the first place, the Union of South Africa 
produces most of the gold that is produced by the free world, 
and they sell it mostly to the United States. The total amount 
of dollars they receive for it is almost half a billion dollars 
a year. Thus, in this era when everybody is crying for dollars, 
there is a terrific inflow of American dollars into the Union 
of South Africa. The natives are sent down into the bowels 
of the earth; they work hard down there and they dig the 
ore out; it is then brought up, crushed, and the gold is 
refined. We buy it with our dollars and put it back down in 
the ground. The cycle is thus completed. 

In addition to its enormous gold production you all know 
that the Union of South Africa has a monopely of gem dia- 
monds. They also have this enormous, very cheap labor 
force. They have no national defense budget to speak of. 
They have discovered uranium recently and we are giving 
them a good many millions of dollars to develop that. You 
would say, “My, that country must be simply marvelous. It 
must be the most prosperous country in the world.’” You go 
there and you find that it isn’t so. If you call on the Minister 
of Finance he immediately begins a tirade telling you that 
“we must have American capital. When you go home you 
must tell your people that we need American capital.” And 
then he will tell you that we don’t pay them enough for their 
gold, that we ought to increase the price of gold. Constantly 
crying for American capital, although right in their own 
country they have what we in America would consider the 
most magnificent economic basis for the development of 
capital that exists in the world. 

You're a bit surprised at this development and you step 
back to take another look at the situation. The situation in 
South Africa exemplifies what I find all over the world, 
namely, to get the truth you must go yourself and you must 
conduct a completely dispassionate and very thorough survey. 
I never accept anything on the word of any single individual ; 
I never accept it on the word of two or three; I always want 
to get the word of a good many reputable people, and then 
I want to go and find out myself whether their statement of 
the situation is correct or not. 

Such a survey in South Africa indicates that the country 
is overwhelmed by government. The government owns all 
the railroads, the government owns the air lines, the govern- 
ment owns most of the bus transportation, the government 
owns most of the truck transportation, the government owns 
80 per cent of the steel industry, the government has a 
financial interest in the gold and diamond mines, and the 
government has a financial interest in other lines. Every bit 
of agriculture is controlled by various government boards. 
There is a Wheat Board and a Citrus Fruit Board and a 
Fisheries Board and on you go—every one of these boards 
telling the people just how much they shall produce, where 
they will sell it, how much they will get for it, and so forth. 

There are import controls and export controls. For ex- 
ample, it is against the law to sell American cigarets in the 
Union of South Africa. They are not permitted to come in 
by the control agency. This enormous government activity, 
of course results in a plethora of government bureaus, gov- 
ernment offices and government headquarters. You find a 
large number of Ministries, each one staffed with a terrific 
number of employees—practically all of them Boers, because 
now every functionary in the Union of South Africa has to 
be able to speak both Afrikaans and English. This has re- 
sulted in many of the English-speaking individuals losing their 
jobs. And the Boer Government functionaries are not very 
keen. They are a sturdy rugged type, and their minds do not 
turn over as rapidly as we might think they should. 
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I suppose I wouldn’t be an honest reporter if I didn’t tell 
you what one of these lesser officials told me. I hope nobody 
will feel that I am being politically inept. 


This official had explained to me many things about gov- 
ernment activities. Finally I said, ‘How did this situation 
happen? Here your are—government is in everything. Gov- 
ernment is interfering with everything. How did you get into 
this mess?” He drew himself up, a little bit hurt by my 
statement, and said, “I would like to have you understand 
that every single thing that we're doing was recommended for 
adoption in the United States by Mr. Roosevelt or Mr. 
Truman.” 


At any rate, if anybody believes that government should 
control everything I recommend that we go to the Union of 
South Africa; or you can go to Chile, if you prefer, and 
you will find that government is stifling everything. It is 
hard to find a word that will express it adequately because you 
find government influence everywhere. The government con- 
trols everything. If a concern wants to buy a truck—let’s 
take for instance a concern (and this is an actual situation) 
with its headquarters and main office in Johannesburg. This 
firm had a subsidiary in Pretoria, and they decided they would 
like to get their product to that subsidiary more promptly than 
it was getting there. They thought they would like to buy 
a truck. To do that, they had to first get permission of the 
government. They presented their case and several months 
later they were finally informed that, ‘‘No, you can not buy 
a truck; the government has railroads, the government has 
truck transportation, you will utilize that or nothing.” 


The native problem, the racial problem, is another problem 
which troubles all Africa. It is being handled very differ- 
ently in the various countries. I will give you an indication 
of the way in which it is being solved in the Union of South 
Africa—or rather, the way they are handling it. I will give 
you an indication of the way they are handling it in Kenya, 
and also in the Belgian Congo. We could go on to other 
places but we will take just those three for they cover the 
field very well. 


In the Union of South Africa the government officials will 
tell you—and I had no way to check that—that something 
like two million of the black natives work on the farms, 
something less than two million are in industry, and the 
remainder, some four or five million, live back in the “Re- 
serve’ areas. The officials will give you an indication that the 
Reserves are so many millions of acres, and on the map it 
looks like a very adequate allotment. 


First let's take a look at the situation of the native workers 
that live on the farms; the conditions there must be termed 
satisfactory. Each man, who may receive 15 cents for work- 
ing six or seven hours a day, is given one acre of ground 
to cultivate for his own needs, and a place where he can 
put up his hut. When he gets married he is given an addi- 
tional acre. When he gets his second wife, he gets another 
acre. After that if he gets any more wives, no one seems 
interested and he doesn’t get any more acreage. Let me state 
that polygamy is normal throughout Black Africa. Everywhere 
you go the man has several wives. In fact the man counts 
his wealth in all of Black Africa by the number of wives, 
the number of children and the number of cattle that he has. 
I think sometimes they think more of the cattle than they 
do of the others, although the women are the burden bearers, 
the workers in all of the activities that go on in the Reserves. 
The black man will come into industry and work, but he 
will not work in the field. The women do all of the culti- 
vating that is done. 
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On the farms, therefore, as I said, the situation is relatively 
normal and reasonably satisfactory, because there the worker 
can have his family with him. 


When you go into industry you find a very different situ- 
ation. There in general the worker works under contract for 
6, 8 or 10 months—sometimes a little more—and he lives 
in varying conditions depending upon the industry for which 
he works. If he works in the gold mines or the diamond 
mines, they are very much interested that he shall not have 
an opportunity to carry off any of the diamonds or gold. 
Therefore he lives in a compound, in a small walled area, 
and is not allowed to go out of that area until his contract 
is up, some 6, 8, 10 months later. He therefore does not see 
his family during that period. The family is back in the 
Reserves. But in the compounds the conditions are good. 
They are clean. It is a barracks type life. There is food for 
sale there, which the native can buy. Workers are paid 25, 
35, some of them 50, some of them even 65 cents a day. A 
worker's food costs him about 35 cents a day, and he can 
under certain conditions, if he wants to, save a small amount 
of that money or send some of it back to his family in the 
Reserves. If one neglects the importance of the family rela- 
tionship one might say that life in the compound is very good. 
If one recognizes that the family is the important unit in 
life, one realizes that although it is clean and decent and 
healthy, it leaves very much to be desired. 

In other industries, the steel industry, for instance, condi- 
tions are very different. The white owners do not fear that 
the black men are going to steal a billet of steel, so they don't 
care where they live. The native works under contract for 
8 or 10 months and he lives in what is called a “location.” 
Sometimes these so-called ‘‘locations’” are not merely a slum, 
they are a terrifically vicious area. I have been all over the 
world, and I’ve seen some of the worst places. I don’t think 
there is a place in the world that is quite as bad as the vicious 
slums around Johannesburg. They are simply awful. You 
perhaps read in the paper about the movement of some of 
these blacks recently from one of these slum areas. I wish 
you could go there and see them. 

The areas where the natives live are separated completely 
from the white area. Capetown, for instance, has its “‘loca- 
tion’” out 15 miles from the town. A man works in town 
in the daytime, and goes out to the location every night. 
Kimberley is the same way. You might think that at Kim- 
berly where diamonds worth billions have been found that 
there would be a disposition to permit the native to share a 
small part of the profit but the “‘location’” there is just an- 
other mud and tin slum. In these slum areas, in the “‘loca- 
tion,’” many of the natives have their families with them, but | 
there are also a very large number of natives, particularly in 
the heavy industries, who have not done so, and the conditions 
where they live are very bad. 

Now let's get to the remaining group, the natives whe live 
in the Reserves. The officials all told me that conditions 
there were very good, though primitive. They said that in the 
Reserves they have given the natives complete control. The 
area covered by the Reserves is large, many millions of acres. 
There the native is encouraged to maintain all of his tribal 
relationships, all his tribal customs, to live under tribal leader- 
ship and maintain all of the fine traditions that they used 
to have in the tribes. 

I asked immediately if I could go out to visit the Reserves 
and was told, ‘‘No, it is against the law for any white man, 
either a citizen of the Union of South Africa, or any for- 
eigner, to go there. No one is permitted to interfere.” When 
I find a situation of that kind I always smell a rat and I 
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always manage to get out there by some means or other. And 
it usually is not very difficult, for in these countries of strict 
contro! if you walk in as though you had a right to be there, 
the lesser functionaries are so scared of what might happen 
to them if they make a mistake, that they don't dare ask 
you if you're permitted to be there. So, as a rule, I find it 
possible to go wherever I wish. I was helped by a South 
African who I think wanted me to see the real truth of what 
goes on in these Reserves. 

I wish you could have been with me on any one of the 
visits I made to a primitive native village. In the first place it 
was everywhere evident that all the good land is reserved 
for the Boer farmers, and the Reserves begin where the land 
becomes hilly, rocky and difficult to farm. 

Let me describe a visit to a typical village. As we ap- 
proached this village we went by a water hole and there 
were nine women leaving that water hole to go up to the 
village. Each one of them had a gourd on top of her head— 
a great big gourd—or a tin can that would hold from 5 to 10 
gallons. They were rather scrawny looking as they moved 
up the trail in single file. The only thing that they had on 
was a dirty piece of cloth around their hips. They didn’t 
have any beads, any bracelets; nothing. That is the normal 
dress of the African woman, in most of the primitive areas. 
She is the burden bearer, she is the worker, and she isn’t 
given enough money to provide herself with any more cloth- 
ing than the one small piece of cloth. That indicates to you 
better than anything else the primitive way in which they live. 

When you get to the village you find that it is an assem- 
blage of these “rondavels,” as they call them. A rondavel 
is a round hut with a mud wall made with mud and brush. 
The wall goes up about four feet, and then a conical roof 
made of straw is placed on top. It is a very simple and a 
very easy thing for a man when he wants to take another 
wife, to provide her with a house. Let us note that each wife 
has a house, and the head of the family has a house. They 
cannot be classed as immoral, but they certainly can be classed 
as unmoral, because apparently from what I was able to learn 
there is no great sin committed if a wife takes in a gentleman 
friend overnight, provided she lets her husband know about 
it the following morning. 

And it seems that it is all right for him to have a friend in, 
provided he lets his wife know about it the following morn- 
ing. There is no jealousy or difficulty as long as the act 
is reported. At least, that is what they said, and I got that 
from some of the anthropologists, too. 

At any rate, if you go into one of these little huts, you 
find it almost bare. The floor is usually very hard, very 
smooth and sometimes waxed. Sometimes out in front of 
the thatched hut they will have a little area of 10 or 15 
square yards which is tamped down very smooth. They mix 
mud with manure to make a good solid permanent mix, 
and then the surface is waxed so that it looks quite clean 
an¢ quite attractive from their viewpoint. At any rate, inside 
the hut there is almost nothing on the floor. Off to the right 
of the door, there is a depression erhaps 4 inches deep and 
about 18 inches in diameter, “a in that there is a fire. 
There is no vent, no pipe, or anything to carry off the smoke. 
The natives don't seem to mind it at all. I could only remain 
inside for a limited time before I had to come out. 

Over in a corner there frequently was a pile of skins 
sewed together, apparently used as blankets at night. And 
sometimes up on the rafters there would be a few ears of 
corn. Outside of that, nothing. Whatever the native may 
earn, I can assure you that the family gets very, very little. 
Their entire diet appears to be water and ground corn. They 
call it mealies. It is the standard food for Africans, and many 


VITAL SPEECHES OF THE DAY 


of the Boers eat mealies, too. If you go into any good hotel 
in the Union of South Africa, you will always find mealies 
on the menu for breakfast. The Africans have this simple 
diet and they live a very simple life; most of them seemed 
to be reasonably healthy. 

So much for the Union of South Africa. Let us now go 
to Kenya and look into the situation there. Kenya, remember, 
is the place where these Kikuyu live, who are considered by 
many people to be the most intelligent tribe in Africa. Kenya 
is the place where the Mau Mau are. 

Mau Mau is essentially a secret society and the present 
struggle is one within the Kikuyu tribe. There are a million 
and a half of these Kikuyu, and some of the younger ones 
feel that they ought to rise up and throw the British out. 
There was a time back 30 years ago when the British first 
came to Kenya that there was plenty of land. The British 
moved into areas that were vacant. Now, because of British 
protection, and improved sanitation, the tribe has increased 
in numbers and almost doubled. Hence, they need more land. 
Now -hey say the British ought to get out; that they are 
using their land. There is no question but what they have 
some justification for that statement. 

Let us remember that at the present time the struggle is 
almost entirely within the Kikuyu tribe. The Mau Mau are 
incredibly ruthless and vicious. They stop at nothing; their 
creed and their methods are the most atrocious, cruel, that 
you can imagine. If they kill a man who opposed them, they 
don’t just kill him in the brush. They will kill him, drag 
his body out to the trail, then hack it up, disembowel the 
victim, and leave the mess there to be seen. 

If they wish to punish a man they may kill his cattle. They 
sometimes will kill the cattle outright, but more often just 
chop off the bottom foot or two, of say, the hind legs. The 
poor cow then struggles around on its front legs, and on the 
stumps of the hind legs. Of course, it bleeds to death. Their 
primary tactic is the rule of fear. 

The British have moved in a large number of troops and 
they have controlled the situation fairly well. The Com- 
manding General has done a very, very good job, I believe— 
General Erskine—but I understand some of the British set- 
tlers aren’t satisfied and he is now being relieved. 

I talked with General Erskine and he discussed with me 
all of his plans and his general methods. He is a stable steady 
kind of a man, the type of man you like to find in charge of 
such a situation. The day before I got to Nairobi he had 
issued a statement in which he said to the colonials, ‘This is 
not a military matter. Of course, we can smother this tem- 
porarily by military action, but the great problem is a socio- 
logical one. You people have got to get along with these 
blacks and you have got to be willing to share with them 
some of the benefits of their work.” 

I thought it was a very reasonable, a very sensible statement. 
But the white British colonials didn’t think so. The com- 
ments I heard about the General included statements like 
the following: “Who in the blankety blank hell does this 
blankety blank General think he is anyway? We didn’t send 
for him to come down here and tell us how to run this 
colony. We sent for him to come down and kill off a few 
thousand of these Mau Maus. If he would get in there and 
do his job and get out, we will run the colony.” 

The lot of the Kikuyu women gives some idea of the 
standards of living of the native. The Kikuyu woman is the 
burden bearer and the laborer of the colony. She generally 
is dressed with a large piece of dirty brown cloth which does 
come up to her shoulders, and she will frequently be seen 
carrying a load on her back. Much of the weight of the load 
is carried by a strap which goes up and across the top of 
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the head. They shave their heads so that they can use these 
straps. As a result of wearing the strap, the heads are elonga- 
ted and there is a definite depression across the top of the 
head. This depression seemed to indicate that they had 
started bearing heavy burdens perhaps at the age of eight, 
nine or ten. They are small women, about four feet four, 
five, or six; something of that kind. Most of them weighing 
perhaps 80 pounds, yet they carry terrific loads. I asked Dr. 
Leakey, the anthropologist, how heavy these loads were. He 
said, “I have weighed a great many of them. Some of them 
weigh as much as 180 pounds.”” These women burden-bearers 
are in evidence everywhere, particulary towards nightfall, 
as they come in with loads of wood and burdens of all kinds. 

The situation in Kenya to my mind is not good, and I 
would deplore it if this new General decides that he should 
step in and solve the problem by any drastic military action. 
General Erskine has tried to solve the problem by sending 
a lot of troops into the area to overwhelm the Mau Mau by 
numbers. That has succeeded fairly well, although let us 
remember that this is an action essentially within the Kikuyu 
tribe. There have only been some 30 whites killed in Kenya, 
and some six or seven thousand natives have been killed, 
either by the Mau Maus of the anti-Mau Maus. 

The Mau Mau leadership has been very intelligent. One 
or two of the British officers told me that they felt sure that 
these natives must have gotten assistance from whites from 
outside Kenya. They have developed some very excellent 
night fighting tactics which in general are contary to the way 
in which the black man functions. He stays in his hut at 
night. He is afraid of the witch doctor and the spirits that 
roam at night. 

Everywhere that you. go, all over Black Africa, you sense 
the influence of the witch doctor. You try and take a picture 
of some woman. She will usually run away or turn away, all 
the time objecting to the fact that you want to take her pic- 
ture. The witch doctor tells them that if someone has their 
picture, that person can control their health, in fact, their 
soul. The witch doctor makes it vividly evident the harm that 
can come from a picture. If a native goes to one of the black 
witch doctors and complains that an enemy is working against 
him, the witch doctor will draw a picture of the enemy and 
then he will stick a pin in that picture’s stomach. Result: the 
enemy will then have a very serious case of stomach ache. 
The belief that you can harm an individual by that sort of 
thing is still widely prevalent in Africa. The witch doctors 
are great believers in purges. Every so often you will hear 
that some ten members of a certain tribe died because they 
were given a terrific purge by a witch doctor. As might be 
expected, the natives’ belief in black magic has warped their 
concept of the meaning of Christianity. This has been parti- 
culary evident when a native has become a missionary and 
has set up his own little church. One of them that I ran across 
was called the “Dead African Castor Oil Church”. There 
was the idea of religion and the purge all tied in tegether. 

It would be very wrong to consider the case I just related 
as typical. In general, missionaries have done a truly mag- 
nificent job and they are universally honored and respected 
by the natives. 

The missionaries have also had some humorous experi- 
ences. One of them, for instance, in his zeal to get the natives 
to say The Lord’s Prayer, promptly got a group of the natives 
to translate it into the tribal language. He didn’t know the 
language too well then, and later on, two or three years later, 
he found that the natives had translated one part of it: ‘Oh, 
Lord, do not catch us in our sinning.” 

But the missionaries have built schools, and they have 
attempted to educate the little tots. They had made a written 
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language for the most of the tribes. Up to fifty years ago 
there was no Bantu language that had been reduced to writing. 

The Africans seem completely lacking in inventiveness. 
No African has ever invented a wheel, and very few Africans 
ever use a wheel. The loads are carried on the backs of the 
women and on the heads of the women. 

From all these conditions, I am sure that you realize that 
Africa has the makings of great racial friction. In Kenya, 
it is always possible that they may attempt to handle the 
situation by a bloody military campaign. They can kill a lot 
of the natives. But I don’t think that that is the way to handle 
it. Even if it is put down in one locality by force, it will 
burst out somewhere else. 

As I talked to some of the more intelligent blacks, I 
learned that they lack unity. The tribes have no common 
language. They have no unity of race. They don’t think of 
themselves as belonging to the same race. They belong to a 
certain tribe and their loyalty goes no higher. Therefore, it 
is mot at the present moment probable that any serious 
eruption will take place. But there have already been a good 
many riots, most of them in the Union of South Africa, and 
the Mau Mau situation in Kenya has been going on for two 
years. 

You talk to a Boer and ask him what will happen if the 
natives rise. Up will come his first: “We'll handle them.” , 
I learned that they have organized their commandoes again, 
units that they used during the Boer War. They go out every 
Sunday to practice shooting. They are ready for a rising of 
the natives, and are prepared to suppress it with the greatest 
of severity. Largely because the native is generally well dis- 
posed, it will continue to be possible to keep the natives 
under for a certain period of time. But they cannot be held 
down indefinitely. All of the other blacks of Africa are 
watching the situation, particularly the situation in Kenya 
and in South Africa. And the Communists are doing every- 
thing they can from the outside to keep the pot boiling. 

Now, just a word about the Belgian Congo. The Belgian 
Congo also has the racial problem. There, however, there is 
no competition between black and white for land, and in the 
Belgian Congo the native is given an opportunity to share in 
the profits of his work. You note a difference instantly when 
you get there. I have spoken of the women in the other areas. 
Well, in the Belgian Congo, instantly you notice that the 
women are parading around in dresses that may have ten, 
fifteen or twenty yards of print material in them, and the 
most atrocious combinations of colors imaginable. Reds and 
greens and clashing oranges, pinks and blues and everything 
all mixed together in a peed roedin affair. 

The natives are also given little brick huts in which to 
live, so that their condition is improved. They are given an 
opportunity to develop a skill. One may even find an African 
operating a locomotive as the engineer. He sometimes oper- 
ates even a machine tool. He operates steam cranes; appar- 
ently every skill is open to the native. And he is doing fairly 
well. Of course, they don’t do anywhere near as well as the 
American worker, and it must be expensive to maintain the 
equipment they use. But it is surprising the progress that 
they have been able to make. 

Furthermore, the Belgians have treated them with reason- 
ableness. It has even gone to the extreme that they now have 
a program whereby the native can attain a highly privileged 
status. It just started a little over a year ago, and hasn't 
affected a large number as yet, but it is in effect. This pro- 
gram permits a native who has acquired some skill and a 
limited amount of education to take an examination. If he 
passes that examination, he is then given a certificate. The 
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certificate states that the man is entitled to receive the same 
pay for a given job that a white man would receive on that 
job; that he is entitled to live in the area reserved for whites, 
is entitled to send his children to the same school as the 
whites, and is authorized to marry a white woman. In other 
words, governmentally—and that sort of an idea appeals to 
the Belgian and French mind—this man is declared to be 
a white man. 

The scheme is not having complete eM gyn however. 
The white mothers are objecting to the black children going 
to school with their children, although from the one that I 
saw—and of course, they always parade before you the very 
best one—there were a lot of very clean white and black 
children in this first and second grade school. They appeared 
to be getting along very well. But as I say, that is like what 
they showed me in Russia. They give you only the very best 
things, and you need more than one view to establish an 
opinion. 

Finally, we come again to the question: “How Will Current 
and Prospective Development in Africa Affect the United 
States?’" The human problem will affect every aspect of the 
question. Politically, there isn’t any question but what Africa 
is in a state of restless ferment, with Russia attempting to get 
in to lead the people along her lines. The people haven't yet 
made their choice. They can make a choice either way. If the 
Boer method prevails, if the British colonial method prevails, 
I feel that the United States will be adversely affected politi- 
cally, because the world will be adversely affected politically. 

Economically, we will certainly be affected by Africa be- 
cause of the enormous resources that this great continent 
possesses. We are now developing them, and as you know, in 
the extractive industries there is large, successful American 
participation. In areas like the Union of South Africa where 
there are two million or more whites, there is a market 
where you will find many American pharmaceuticals and 
various other products. You go to the Belgian Congo and 
you can't count the American automobiles, there are so many 
of them. American dollars are flowing into those areas and 
they are being spent on American products. You see a lim- 
ited number of American automobiles in the Union of South 
Africa but many of the cars that one sees are the small British 
type. However, at least two American automobile com- 
panies have assembly plants in the Union of South Africa, 
and a certain number of American automobiles are sold down 
there. Our cars are bigger, they are a little more expensive 
to operate than the British models. 

It was interesting to note that the government decided 
during 1953 to cut the importation of American agricultural 
machinery in half—and then foolishly at the same time they 
cut the import licenses on spare parts in half. That was 
typical of Boer government controls. It would seem logical, 
if government decides to cut down the importation of new 
machines, that one should increase the number of spare parts 
so that the old machines could be kept running. But they 
didn't figure it that way! 

Commercially there are opportunities in Africa for Ameri- 
cans, but it is different from anywhere else in the world, 
as you who have gone there, and to various other countries, 
know to be the case. 

Socially, the racial problem is a serious one. We certainly 
have no business getting our finger in the pie. We certainly 
don't want to go over there and attempt to control it. But 
we should continue to observe it with great interest and 
should attempt to use our influence to see that the problem 
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is solved along the lines, not necessarily of political equality, 
but certainly along the line of equal opportunity for all the 
people to make progress, to raise their standards of living, 
so that they can become members of the free world. 

Allen B. Crow: General Wilbur, we have time for just one 
question (reading question). ‘Would you care to comment 
on the colonial situation in Morocco, where France has been 
having considerable trouble, and the possible effects this may 
have on the air bases that we have built there?” 

General William H. Wilbur: I will be glad to comment on 
that question. I have a good many Arab and French friends 
in Morocco, and when I went to Morocco on this trip I went 
to see my friend, the Pasha of Marakech. He is the absolute 
boss of all of Southern Morocco, and he is the greatest power 
in Morocco. He is the man that determined recently that 
the old Sultan should go, and he picked the new Sultan. He 
is a man that the French just aren't able to handle. Every 
time that the Pasha wants to do something and the French 
don’t want him to do it, the Pasha just goes right ahead and 
does it, and then presents the bill to the French. They are 
then in an awful quandary. They don’t want to refuse him 
because they know that he has the power to incite a revolution 
tomorrow morning if he wants to. So it always works out 
that they do what the Pasha wants. 

I went to see him and he said, ““You Americans need have 
no fear for the safety of American bases in Morocco. We, 
the Arabs, like the Americans, and it doesn’t make any differ- 
ence about the French attitude. We will see to it that those 
bases are kept intact and are safe.” 

The French have tried to tell our State Department that 
they, the French, are the ones that determine the safety of the 
bases. That is not the case. It is in the hands of the Pasha. 
and the Arab leaders of Morocco, and I feel sure that we 
would do much better to keep the Arab friendship and work 
with them, than to continue to support colonialism in 
Morocco, which we have done, as you know, upon several 
occasions. 

In Morocco at the present time, you have the same situation 
that you find in much of the world. You have an outside 
group, in this case, France; you have the older people of the 
nation itself—the influential ones, and then you have the 
younger people who want a change. 

In Morocco, there is the group in power, /.¢., the Pasha 
and all of the older Arabs. All of them say, “We want to 
keep this situation as it is.” 

The Pasha is 82 years old. I don’t know what will happen 
when he dies, but as long as he lives the situation won't get 
too bad, although there will continue to be bombings and 
minor incidents. 

The French, as far as I can see, have done nothing in 
Morocco, Tunisia, or Indo-China to develop the native people 
so that they will eventually be able to govern themselves. 
They are very careful to prevent any important advances. 
This is evidenced by the fact that you find in Morocco, 
Tunisia and the part of the Arab world that is controlled by 
the French the great majority of the Arabs still living as 
they lived in the time of Christ. The idea of letting the 
native develop as an independent people, or providing a 
market by raising his standard of living, doesn’t seem to 
have penetrated to the French. The French policy seems 
primarily based on the concept, “How much can we get 
right now in profit to send back home to France.” 
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although I may find some points in the Right Honorable 
Lady's speech to take up and although on some of 
them I shall disagree with her, I think the House will be 
grateful to her for the way she has approached this matter. 
There is no question but that this problem, and all the related 
problems, offer a personal challenge to us all—a challenge 
we cannot shuffle off on to our leaders, or on to our leader 
writers, or on to the scientists. My task is to give as clear 
a picture as I can to the House of Commons and the country 
after taking the best possible advice that is available to me. 
Perhaps I can say on that question of advice that the Medi- 
cal Research Council have had committees on this subject 
for some eight or ten years. They are not Government 
Committees. Represented on them are leading authorities 
from the universities, from the Medical Research Council's 
Research Staff, and from the Atomic Energy authorities. 
What I say from this box is, of course, the responsibility of 
the Government. That is always so. But I can also say that 
I am confident that what I say this afternoon—particularly 
about the effects of the test explosions of this country—is 
not in conflict with their views. I hope, too, that what I have 
to say and for that matter what the Right Honorable Lady, 
the member for Fulham, West, had to say—will be read as 
a whole and not in isolated sentences, which, on a subject 
of this nature, might sometimes give an incomplete impression. 


Tite is indeed a strange and difficult subject to debate 


The Right Honorable Lady emphasized how long term 
this problem is. Indeed it is one that in the nature of things 
will not be finally resolved for generations and perhaps for 


centuries. When I come to talk about research that is a 
matter to which I should like to return. I propose at the 
end of my speech to move the Amendment on the Order 
Paper. Frankly it has not been placed in the Order Paper in 
an attempt to be evasive in the least. It has been placed 
there, for reasons which I will explain, because it indicates 
what we generally believe is the best approach to the problem. 
I am not too much concerned to argue about the different 
weights to be attached to Motions and Amendments on the 
Order Paper. We are all deeply concerned in this matter; and 
it is wholly right that we should debate it. In view of what 
I have said about the necessary discussions that have taken 
place and the advice that I wish to give to the House, perhaps 
the House will forgive me if, from time to time, in what I 
have to say I follow my notes more closely than I usually do. 

How is it that this anxiety to which expression is given in 
the Motion has arisen on the long term and remote effects 
of continuing nuclear explosions? 

The concern that increased radioactivity of the atmosphere 
can have a long term effect on mankind’s hereditary consti- 
tution comes from the fact that radioactivity of all kinds 
causes an increase in the mutation rate in all animals and 
plants in which it has been tested. Without attempting to 
put the matter into over-scientific terms we are concerned 
here with the structure of genes which fix the characteristics 
that are transmitted from parents to offspring. Particular genes 
for example, determine the color of a child's eyes and hair, 
or, in some cases, produce a physical or mental defect. Now 
these genes have a property of mutating—that is, changing 


in such a way as to produce a new characteristic—and all 


such mutations, as the Right Honorable Lady correctly said, 
are permanent. That is to say they are carried on through 
subsequent generations. The effect of exposing animals to 
radiation is to increase the rate at which these mutations occur. 
Sometimes what are called recessive genes may not show a 
harmful effect until mating takes place—it may be many 
generations later—between two individuals, each of whom 
carries the same recessive mutated genes. The belief that such 
exposure causes genetic damage to human beings is, of course, 
based on evidence that it does so in other forms of life. Ob- 
servations have been made on plants, insects, and mice and 
a very large, though by no means sufficient body of knowledge 
is being built up. It seems probable that mutations are pro- 
duced with a frequency that is proportional to the dose of 
radiation, but, also, that there is no threshold level below 
which genetic changes do not take place. This was the subject 
of a question recently by the Honorable Member for Stoke- 
on-Trent, Central (Dr. Barnett Stross). 


Dr. Barnett Stross (Stoke-on-Trent, Central): Would the 
Right Honorable Gentleman agree that in the majority of cases 
any changes that occur are for the worse for mankind and 
only rarely for the better? 

Mr. MacLeod: That is so. Most mutations are certainly 
harmful. There is nothing new whatever in humans being 
exposed to radioactivity. We and our ancestors, and all our 
evolutionary predecessors, have for millions of years been 
exposed to radioactivity which comes to us perhaps from 
outer space. I am told that each of us absorbs natural radia- 
tion which is thought to be about 0.1 roentgen each year. 
I am sure that the House knows that a roentgen is a unit of 
dose of X-ray and gamma rays. A dose of 0.1 roentgen is 
what, quite apart from any explosions, we would anyway 
normally absorb. Other countries may have slightly different 
levels of radiation. Indeed the levels are different in cities, 
as the result of the burning of coal and the use of building 
materials, and so on. The pronouncement on the effect of 
test explosions which has caused a good deal of comment 
and some controversy is that of the United States Atomic 
Energy Commission. I should like to quote in full paragraph 
40 of its report. It states ‘In general, the total amount of 
radiation received by residents of the United States from 
all nuclear detonations to date—including the Russian and 
British tests, and all of our tests in the United States and 
the Pacific—has been about one-tenth of one roentgen. This 
is only about one-hundredth of the average radiation exposure 
inevitably received from natural causes by a person during 
his or her reproductive lifetime. It is about the same as the 
exposure received from one chest X-ray. 

The last sentence has already given rise to a good deal of 
controversy. But whatever its merits it has no relevance at 
all to the case which I am putting here because I go straight 
away in my next sentence to tell the House what I am in- 
formed is the effect on the people of this country. Our cal- 
culations, and we derive these calculations and our informa- 
tion in this field from the monitoring measurements taken 
by the Atomic Energy Authority, show that here the figure 
would be about one-third of the American figure; and this 
includes all the future radiation results of all the explosions 
that have taken place so far. Even this figure of .03 roentgen 





1166 


is artificially high for two reasons which, as far as I can see, 
have not come at all into discussions in the press but which 
obviously are of importance. I am told that this figure is 
calculated on the assumption that a man stands outside in 
the open for 24 hours a day for about 50 years—and that 
of course is improbable. I am also told that to the extent 
that he is indoors or under cover the figure again will be 
greatly reduced. It also assumes that none of the activity 
weathers away from the surface of the ground, which, of 
course, would happen. Therefore, I am advised that the 
effective average dose that would have been received by 
somebody in this country from all the bombs that have been 
exploded so far, is a very great deal less than .03 roentgen. 

Mr. John Baird (Wolverhampton North-East): Is it not 
a fact that these figures are made purely on assumption and 
have no scientific basis? Is it not the case that, in America, 
radiation is at a higher level in some places than in others, 
and therefore is it not ridiculous to take a figure for America 
as a whole? 

Mr. MacLeod: The Honorable Member has perhaps missed 
the point. I am discussing only the British figures. There 
may well be great variants in the American figures. I have 
not had any discussions with American scientists to enable 
me to make any comment on it. At the present levels of 
irradiation it seems improbable that we have anything more 
than an interesting basic scientific problem, and a situation 
which must be watched very carefully. Indeed, that is the 
best advice that I can give to the House. The real os 
of course, which I will try to answer is this, what level is per- 
missible, what is the threshold of radioactivity—which if 
we are not there now we may reach in the future—beyond 
which man’s genetic constitution might stand at risk? That 
is the main worry. The dose of radiation which has been 
agreed by an international commission as a maximum permis- 
sible level for workers on radioisotopes or for radiologists, is 
3 roentgen per week, or, taking working hours and holidays 
into account, about 15 a year. That is enormously greater, of 
course, than any of the figures that we have been discussing; 
but it is also fair to point out that, where very large num- 
bers of the community have to be considered, the number of 
genes at risk is enormously increased and therefore the number 
of matings that might conceivably be harmful is also very 
considerably increased. 

I have tried to find a figure which I could give to the 
House above the level of natural activity which would become 
dangerous. I found that the more I went into the subject 
the more the scientists disagreed. Estimates of the dose of ra- 
diation over a generation that is likely to double the spontane- 
ous mutation rate have varied from 3 roentgen units to 300 
units. None of us can adjudicate on these matters and it is not 
for me to try to do so but I am told that a figure of [50] over 
25 years is as good a guess as we can make. The increase in 
the United States of America has been only a tiny fraction 
of this, and in this country it has been very much smaller. 
Again this perhaps will bring a little comfort to us and a 
sense of balance as we study these problems. In discussing 
some of these matters with a professor of international stand- 
ing in this field he told me that personally he was a good 
deal more worried about crossing the road than about the 
present levels of irradiation. 

I should now like to turn the question of research about 
which some questions were asked and replied to yesterday by 
my Right Honorable Friend, the Minister of State for For- 
eign Affairs. Research is going on all over the world. Most 
of it is concerned with plants and lower animals and even 
with single cells. The great difficulty here, as the Right Hon- 
orable Lady knows, is that we can only carry out experiments 
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on species with a shorter life span, and a much more rapid 
development than man. The United States Atomic Casualty 
Commission has been studying the population in the vicinity 
of atomic explosions during the last war. There is evidence 
that some conditions have a higher incidence among these 
populations; but no evidence of genetic damage which is 
statistically significant has so far been observed. There again 
—and I am sorry to have to make so many qualifications—but 
we have to study these things for years, and perhaps genera- 
tions, before we can be really confident in any of the pro- 
nouncements that we can make—there have also been studies 
of individuals who are exposed to increased amounts of 
radiation. These are people like radiologists and patients 
who for therapeutical reasons have had to have considerable 
doses of treatment. Here again, and making the same proviso, 
the studies of these groups have not to date shown any evi- 
dence of genetic damage. In this country the work is almost 
entirely under the auspices of the Medical Research Council. 

Dr. Barnet Stross (Stoke-on-Trent, Central): Has no evi- 
dence of damage from radiation been noted genetically? Has 
the Right Honorable Gentleman not been advised of the 
work done to discover the genetic changes of men and women 
in America where doses have been given, and with the result 
on children born later. . . . 

Mr. MacLeod: All I can say is that what I have said is on 
very strict advice and I think that some of the references 
which the Honorable Member is making are perhaps to those 
who were in the vicinity of a bomb explosion. 

Dr. Barnet Stross: No. 

Mr. MacLeod: That is a very different matter from the 
whole population problem which I am discussing. If the Hon- 
orable Member is referring to the question of the whole 
population I have no evidence that such is the case. 

Dr. Barnet Stross: I was referring to the treatment given 
therapeutically—cases of men and women in the United 
States. 

Mr. MacLeod: I am bound to say that I have no particular 
knowledge of the matters which the Honorable Member has 
put before me. Research goes on in the Council's 
research unit at Harwell and there are other institutions for 
research at Hammersmith Hospital and Leeds. The work 
is also being supported in many university departments. It 
is not possible to extract precisely the amount that is spent 
on genetic studies from that spent on other work, but all 
studies on radiation could give a lead to an answer on all 
allied yenetic problems. The Councils expenditure for the 
support of work in their own establishments in all aspects 
of the effect of radiation is in the provisional estimates for 
1955-56—£208,000 I am also authorized to say on behalf 
of the Government that if the Medical Research Council, 
after examining their research program in the light of this 
new committee, report that an increase in their total expendi- 
ture is essential, this will have the Chancellor's favorable 
consideration. Perhaps I may put two or three conclusions 
to the House in a form of a summaty. 

Mr. Eric Fletcher (Islington, East): Before the Right Hon- 
orable Gentleman leaves the question of research would he 
say whether any medical or other research is being conducted 
as to the possibility of counteracting the harmful, genetic 
effect of radioactivity? 

Mr. MacLeod: That is a matter of which I have no par- 
ticular knowledge. I will write to the Honorable Member or, 
if he will put a question down I will give him the best 
information that I can get. 

Before I turn to the Motion and the Amendment I should 
like to put some conclusions in a form of a summary of my 
speech. These are the conclusions which I should like to put 
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to the House: Firstly, radiation produces genetic effects and 
the radioactivity of the planet has slightly increased as a 
result of nuclear bomb explosions; secondly, I am afraid 
that our persent knowledge is insufficient to fix at all pre- 
cisely the level of radioactivity above which genetic damage 
would significantly affect the well being of population; 
thirdly, research in genetic changes is inevitably slow; finally, 
and most important of all, it is most unlikely that the in- 
crease of radioactivity which has occurred up to the present 
will have any appreciable genetic effect. 

I turn now to the Motion and the Amendment. We can 
argue about the words but at least we know we are not 
arguing about what we want to do. We seek peace now, for 
our time, for our children’s time, and forever. But the 
—_— is how best we can achieve it. We seek a world free 
rom fear. Before I recommend the Government’s Amend- 
ment to the House as the one for which we should like to 
invite support, I think I should examine two proposals. 
First of all there is the suggestion by the Leader of the Oppo- 
sition for a scientific conference; and secondly the suggestion, 
which has been ventilated in another place on a number of 
occasions, that we should seek to widen the agenda of the 
International Conference which is going to be held in Geneva 
in August. Let me make it quite clear we rule out no 
proposal, whatever its nature may be, if we believe that it 
will lead us towards peace. All that I would do is indicate 
some of the doubts about these suggestions. The Govern- 
ment have very carefully considered the suggestion made by 
the Leader of the Opposition which is included in the Motion 
now before the House. But even after very careful study I 
am not quite clear what he had in mind. On 14th March 
he asked “Would it not be worthwhile having an authorita- 
tive statement made by scientists drawn from both sides 
of the Iron Curtain.” Then in the next column he said “I 
think it would be an enormous advantage to the world if we 
could have an agreed statement made by scientists.” 

Indeed we would all welcome such a statement if it came 
from genuinely independent scientists. But I find it difficult 
to accept that the Right Honorable Gentleman really believes 
that scientists from behind the Iron Curtain would come to 
such a conference without their briefs, without their set 
speeches, and in a truly independent state of mind. I should 
like to believe it. It is a very irresponsible thing to say try 
it out. If it is tried and then the scienticists come with their 
set speeches for propaganda purposes, infinitely more harm 
than good is done. 

Mr. James Griffiths (Llanelly): Even on the basis of the 
two speeches we have heard this afternoon it is obvious that 
we are confronted with a terrifying challenge to mankind. In 
view of that is there any justification to refuse to organize 
a conference which would bring out that knowledge? 

Mr. MacLeod: As I said earlier, we will rule out nothing 

rovided it is practical, but I do not believe that this is the 
best of the approaches. 

Then there is the International Conference of Scientists 
to be held at Geneva in August. The proposal for this came 
from the United States in April 1954, when Admiral Strauss 
said he hoped it would be devoted to the exploration of the 
benign and peaceful uses of atomic energy. I am sure it is 
going to be a most useful Conference. The agenda has been 
agreed; it includes papers on the biological and medical 
aspects of radiation as regards injury protection and genetic 
efhects. But papers under this head will deal with the broad 
problem of radiation hazards whatever the source of radiation 
may be. 

Frankly, it does not seem wise that we should seek to 
widen the agenda of this Conference to include specifically 
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the study of gentic effects of radiation from nuclear ex- 
plosions. 

Mr. Ellis Smith (Stoke-on-Trent, South): We never sug- 
gested that. 

Mr. MacLeod: Because to do so would be bound to detract 
in some degree from the all important question of its devo- 
tion to the peaceful uses of atomic power. Therefore, I tell 
the House that, on the whole, we do not agree with these 
specific proposals which I have mentioned: with that of the 
Leader of the Opposition, because we do not think it is the 
right approach and we simply do not believe it would work; 
with that of the addition to the Geneva Conference because 
it would largely alter its whole character. It must be common 
ground between us that there is only one final answer in this 
field and that is a comprehensive scheme of disarmament. 
Reference was made to this yesterday by my Rt. Hon. Friend, 
the Minister of State for Foreign Affairs, when he talked 
about reaching agreement upon a balanced and comprehensive 
disarmament program which would include the abolition of all 
nuclear weapons and thus eliminate such test explosions. We 
believe that in the end that is the best hope of peace and for 
the future of mankind. That is why we think it right to put 
it in the forefront of the Motion we are commending to the 
House, and to proclaim again that it remains our first 
objective. 

Mr. John Strachey (Dundee, West): Perhaps the Right 
Honorable Gentleman would explain to us just what the 
Minister of State meant yesterday when he said that the first 
steps towards international agreement of the termination of 
further test explosions was undesirable because it would create 
a feeling of false security in this country. I think that 
puzzled all of us very much indeed. 

Mr. MacLeod: 1 do not think the Right Honorable Gentle- 
man will expect me to interpret what another Minister was 
saying yesterday, but having read Hansard very carefully I 
do not find it anything like as obscure as the Right Honorable 
Gentleman would suggest. 

Mr. Strachey: But what does it mean? Why doés it give 
false security ? 

Mr. MacLeod: For one reason at any rate. But if we achieve 
agreement—I do not want to be drawn into this because this 
is outside my field; but I am putting one point of view— 
on the abolition of tests without at the same time securing 
effective disarmament all that would happen would be that 
a country could go on manufacturing weapons of existing 
design, or developing them without trial explosions—and 
that clearly seems to be undesirable. 

Mr. James Griffiths: May I put this point to the Right 
Honorable Gentleman. The Foreign Secretary said the other 
day that it is clear that tests can now take place without any 
bang and, therefore, without any knowledge of the matter 
being given to the outside world. In view of that, how are 
we going to find out? 

Mr. MacLeod: 1 am sorry but I do not quite follow the 
Right Honorable Gentleman's point. As a matter of fact it 
was not said as he has put it; and that matter was cleared 
up in the Defense Debate in the House of Lords recently, 
and in this House at Question Time yesterday. 

I should like to invite the House to support Her Majesty's 
Government in seeking the extension of the methods of 
collaboration which already exist in medical knowledge and 
information. These contacts are already reasonably full and 
satisfying, and we hope to see them go forward as well in 
other spheres in this particular field which we have been 
discussing today. Our contacts at present are with the United 
States of America and Canada. 
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We have been discussing today, as the Right Honorable 
Lady said, one of the gravest subjects that can possibly be 
brought before the House. Neither of us has made any 
attempt to bring party points into it, although we may have 
disagreed as to some of the interpretations that were put 
before us. I think sometimes that nuclear power is a' modern 
version of the story in the second chapter of Genesis—‘‘Of 
the tree of knowledge of good and evil’’"—because there has 
never been a power which at the same time held such 
possibilities of doom, and bright possibilities of hope. They 
talk foolishness who say that we can unlearn the dread 
knowledge that has come to mankind. 

We cannot put this particular gennii into the bottle and 
drop it into the depths of the sea. Again, for good or evil 
this knowledge is with us, and it may be that, as in the 
Biblical story, in spite of the dread warnings mankind will 
go on and “be fruitful and multiply and replenish the earth.” 

There is one thing I should like to point to in this very 
strange paradox about which I have talked and which comes 
all the time into one’s discussion on nuclear power. Let me 
give one example from my own particular field. In the 
speech of the Leader of the Opposition, on 14th March, to 
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which I have already referred, he mentioned the power of 
cobalt. Here, this afternoon, we are discussing the dangers 
of radiation on healthy tissues which may take place 100 years 
hence. Yet, only a few miles from here at this very moment, 
when I am speaking, men are using powers of radiation, 
infinitely more powerful than any we have known before, 
drived from cobalt, but this time harnessed to attack and 
destroy diseased tissues. These invisible fingers of the cobalt 
ray go searching into the body of the patient to seek out, to 
treat, and to destroy cancers that were utterly beyond our 
reach until a short time ago. 

So, once again we have this paradox of good and evil, of 
healing and destruction; and it is the faith of us all that we 
will choose wisely in this matter. So far as we are concerned 
we accept an absolute responsibility on the part of the Gov- 
ernment to tell the House and the country all the facts that 
can properly be disclosed to them. We have done that in 
the White Paper; we have done that in the Defense Debates; 
and, with all the uncertainties there are—and I have not 
avoided them—I have tried to do that this afternoon. I be- 
lieve that the Amendment I am putting before the House is 
the right way forward. 


The World Challenges American Educators 


THE OPPORTUNITY TO BUILD NEW FRONTIERS OF UNDERSTANDING AND PEACE 


By MRS. DOROTHY D. HOUGHTON, Assistant Director for Refugees, Migration and Voluntary Assistance, 
U. S. Foreign Operations Administration 
Delivered before the Spring Conference of the Education Association of the District of Columbia, 
Washington, D. C., March 19, 1955 


ECHNICAL co-operation with the less well-developed 
nations of the world is a major phase of U. S. foreign 
policy, not only as an expression of the humanitarian 
interest and good will of the American people, but because 
the ultimate benefits to this country justify U. S. assistance 


on the basis of its contribution to our national interest 
and security. Our programs of technical assistance are de- 
signed to help build and stabilize within the world the kind 
of nations and peoples with whom we can live in peace. 
We are trying to create a strong community of nations who 
will in time of need place their human and natural re- 
sources on our side. Through these programs we are waging 
a relentless war against mankind's agelong enemies: ignorance, 
poverty, hunger, and disease. 

Technical co-operation has many facets, such as the improve- 
ment of health, agriculture, industry, or education, but all 
of them to be fully effective necessarily involve educational 
processes. Only by helping the less-developed nations to 
increase their own ability to do the job for themselves and 
by themselves can any lasting improvements be made. Edu- 
cation has a key role to play in every aspect of this program. 
Education has always played a very important role in Ameti- 
can life, and much of the credit for the rapid development 
and generally high standard of living in this country can 
be traced directly to the widespread availability and high 
standards of our free education. 

American education and technical skill have become a 
major export item amounting to more than a hundred million 
dollars a year. This is fast becoming an influential factor 
in American foreign policy. The Foreign Operations Admin- 
istration alone has more than 1,700 U. S. educators and 
technicians at work in nearly 60 countries to help foreign 


peoples better their economic conditions and way of life. 
Forty-three American universities have contracted with foreign 
universities and governments, with the help of FOA, to 
bring American skills, methods, and techniques into the 
educational systems of 29 countries, and a > have mem- 
bers of their staffs overseas conducting advisory and extension 
services under 61 contracts. American educators and tech- 
nicians are now serving the free world with the same dynamic 
genius and creative spirit with which they helped to build 
our beloved land. 

Never before in world history has such an opportunity and 
challenge come to any nation. Never before have so many 
nations come to any nation and pleaded: 

Come over and help us. Send us your greatest scholars 
and your most skilled scientists and share your knowledge 
and skills with us. Train our teachers and our doctors, our 
agriculturalists and our administrators in your methods and 
techniques. We will open to you our schools and all our 
other facilities We will pay our share of the costs in our 
own currencies whether it is double or treble your dollar 
costs. Don't delay. Time is running against us. 

That, members of the Education Association of the District 
of Columbia, is the challenge that FOA has accepted on 
behalf of our people. The challenge is a fitting tribute to 
you as educators and to your predecessors who in years past 
have labored at scant pay and often with slight public recog- 
niton to develop a system of education to meet the everyday 
needs of our people. The world comes knocking on your 
door and you are responding in magnificent fashion. For 
today in countries where once the professor taught only the 
sons of the elite, and donned his traditional academic robes 
before entering the lecture hall, your American colleagues have 
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literally rolled up their sleeves and gone to work. They are 
striving to establish a functional concept of education geared 
to meet the terrifying needs of lands teeming with people 
who have burst the shackles of the colonial or feudal pattern 
with its economic serfdom to demand their rightful place as 
free citizens of the modern world. 

Problems confronting the developing nations of the world 
today are so immense that the efforts made by the United 
Nations and FOA can contribute only a fraction of the time, 
effort and personnel required in their solution. It will re- 
quire also the understanding and’ selfless work of private 
groups, such as yours, working in conjunction with private 
foundations, private agencies, and your government if real 
progress is to be made. 

You perhaps know of the increasing use being made of 
American universities in providing technical assistance to 
foreign institutions and governments. From the outset of 
the technical co-operation program, individual faculty mem- 
bers have been borrowed from universities, and have served 
as staff members of FOA Missions overseas. During the past 
year, however, FOA has been emphasizing an entirely new 
approach whereby U. S. educational institutions undertake 
major projects overseas, sending their faculty members abroad, 
while Pculty and administration on the home campus provide 
technical and administrative supporting functions. 

American universities have experience and skills which give 
them unique competence in certain portions of the technical 
assistance program. In particular, the provision of U. S. assist- 
ance in raising the teaching, research, and extension standards 
of a foreign university can usually be done best by an edu- 
cation institution in this country, which has taken generations 
to reach its present level of efficiency in just those fields. The 
American school can attack the problem as a well-integrated 
team, with faculty on the home campus rendering much- 
needed professional advice, as well as undertaking the training 
of selected members of the staff of the foreign partner. Out- 
standing members of university faculties are often willing to 
serve their own university overseas, when they might not be 
interested in taking leave from their universities to serve 
as direct government employees. Moreover, in many cases 
foreign universities prefer dealing with members of the faculty 
of a sister educational institution. Additionally, technical 
assistance rendered by a university, even though financed by 
the U. S., is less susceptible to criticism by Communist propa- 
ganda to the effect that the U. S. Government is intervening 
in the internal affairs of the foreign country. Finally, it is 
probable that some of the contracts now being sponsored by 
FOA will continue under foreign government or private spon- 
sorship after FOA financing has terminated, and thus provide 
a lasting relationship. 

Technical assistance programs are not giveaway programs. 
They are not imposed upon any country or people, nor are 
they designed to create an unhealthy dependence upon us. 
These are co-operative programs requested by the other gov- 
ernments and their people. These are programs that operate 
on a person-to-person basis with American technicians work- 
ing hand-in-hand with their foreign counterpart. In support 
of these programs the 39 independent countries and 20 
dependent territories with which we carry out co-operative 
programs of technical assistance are spending the equivalent 
of at least two dollars to every one dollar we spend. Our 
programs of technical assistance are operating primarily in 
the fields of health, agriculture, and education, but we are 
also carrying out programs in the development of water 
resources, transportation, and public administration. These we 
believe are the essential keys to economic development and 
progress. 
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Past improvements were imposed by conquerors and built 
with slave labor or were given as a largesse from a ruler to 
his subject people. The people themselves had no real part 
or co-operative interest in the improvements. The American 
technician in the field is well aware of this, and knows that 
if he imposes what he thinks is good upon his neighbor it 
won't last. He knows, too, that giving these people some- 
thing beyond their ability to support, maintain, and operate is 
equally foolish. The guiding principle of all the technical 
co-operation programs is aided-self-help. Nothing will remain 
unless the country participates of its own free will and accord ; 
unless its people invest their time, their own effort, and their 
money in the projects too. 

Our programs of technical co-operation lay great stress 
upon the technical vocational skills that have helped to make 
America great. We are aware, however, that technical skills 
alone are in themselves as sterile and unproductive as a ruined 
Roman city baking under the hot Syrian sun. Technical skill 
alone is not what has made us great. 

The basic philosophy in which we are engaged and which 
we hope and pray may be extended even beyond the present 
free areas, even beyond the Iron Curtain, was expressed by 
the President in his address to the American Association of 
Newspaper Publishers. The philosophy that was expressed 
in that address is the basic philosophy which we are carrying 
on. He said, in part: “We are prepared to reaffirm, with the 
most concrete evidence, our readiness to help build a world 
in which all peoples can be productive and prosperous. This 
Government,” he continued, “is ready to ask its people to 
join with all nations in devoting a substantial percentage of 
the savings achieved by disarmament to a fund for world aid 
and reconstruction. The purposes of this great work would 
be,” he continued, “to help other peoples to develop the 
underdeveloped areas of the world, to stimulate profitable and 
fair world trade, to assist all peoples to know the blessings 
of productive freedom. The monuments to this new kind of 
war would be these: roads and schools, hospitals and homes, 
food and health. We are ready, in short, to dedicate our 
strength to serving the needs, rather than the fears, of the 
world.” 

In the Free World—those nations specifically alligned by 
treaty or agreement between ourselves or our immediate 
allies—there are approximately 550 million people. In the 
Communist orbit there are 850 million people. Today directly 
within the Communist orbit there is one-third of the world’s 
population and one-fourth of the world’s land surface. In 
between these two camps there are approximately one billion 
neutrals. 

The fellah of the Middle East, the peon of Latin America, 
the coolie of the Far East are gradually awakening to the fact 
that things can be different. There are nearly one billion 
people in these areas of the world, a great proportion of 
them poor and continually hungry. Eight out of ten of these 
people never learn to read nor write. They are without the 
simplest tools of education. Two out of three of these billion 
men, women, and children are chronically sick with prevent- 
able diseases that sap their strength and productive power. 
The fellah, the peon, and the coolie now know that this does 
not have to be true. 

These people of Asia, Africa, the Middle East, and some 
of the Americas to the South have begun to realize that 
poverty, disease, and hunger are not conditions ordained by 
God as the lot of man. They now know that it is possible, 
at long last, to break out of the vicious circle in which they 
have been caught for centuries, and to share in the benefits 
of modern science and technology. 
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We must remember that these people are today the prime 
target of Communists and other fanatics who offer them false 
remedies for their ills, who play upon their ignorance and 
undermine their independence. 

However, we cannot ignore the fact that these billion people 
in underdeveloped regions are important to us for a variety 
of reasons. For example, they produce all of the natural 
rubber we need. They produce 85 per cent of our manganese, 
77 per cent of our tin and 80 per cent of our antimony. Out 
of the total volume of strategic materials we need, 73 per 
cent comes from the product of their labor. 

It may be too easy for us in the United States to blame the 
turmoil in the Middle East and South Asia solely upon the 
menacing expansion of Communist totalitarianism. It would 
be unrealistic to ignore the Communist part in magnifying 
the trouble in Iran, Indochina, Indonesia, and elsewhere. We 
must recognize, however, that the problem is not just a cre- 
ation of Communist totalitarianism but is exploited by it. 
The riots, the dissatisfactions, the overthrow of governments 
would be taking place even if there were no such thing as 
Communism. Communism, however, does direct a major 
portion of its effort toward the underdeveloped countries. 
Today these countries are at the crossroads. Their peoples 
realize that they must modernize. The question is how—by 
taking the Communist path, or by modernizing with Western 
aid and friendship. The choice these peoples make will, 
probably determine whether Communist totalitarianism or the 
democratic way of life eventually acquires throughout the 
world a preponderance of economic, political and military 


power. | Pa 
Should Communism succeed in bringing most of the under- 
developed countries into its orbit, the effect upon the free 


world will be disastrous. The prestige of political freedom, 
individual dignity, and liberty will suffer an irreparable blow. 
Our concern, therefore, for economic and social progress in 
the underdeveloped areas of the world is also a concern that 
the distinctive human values of the United States and Western 
civilization shall remain alive in the world. 

The primary purpose of such a program is to teach those 
who, in turn, will teach others new and better methods of 
instruction, to develop curriculum and materials for classroom 
use, and to advise ministries of education in the broad prin- 
ciples of educational administration. Special emphasis has 
leen given literacy campaigns and community development 
so as to lift the economic, health, educational and social 
structure at the village or grass-roots level. Through village 
committees and councils determining policies and planning 
projects of self-help, the lessons of democratic self-govern- 
ment grow out of a shared experience. This is the New 
England town meeting heritage transplanted to over 30 coun- 
tries around the world. 

For example, the social and economic ferment in Iran has 
required a co-ordinated attack on ignorance, ill health, disease 
and poverty. The FOA mission in Iran has mobilized its 
technical and economic aid resources to assist the government 
to provide types of services and institutions needed in this 
crisis, training personnel to carry them on, and stimulating 
local communities and private enterprise to use their own 
resources in meeting the problems of the country. The FOA 
education program has resulted in adoption of a revised and 
more practical curriculum for the entire educational system of 
Iran and an extraordinary expansion and improvement of the 
schooling available in the rural villages where 80 per cent 
of the people live. The training of teachers for agriculture, 
trade and vocations, homemaking, recreation, and health is 
carried out with FOA help. Approximately 8,000 rural and 
urban teachers from every part of the country have already 
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been trained, including 3,748 from villages and remote tribes 
who came by donkey, camel, boat, and bus to regional train- 
ing centers set up by FOA for in-service summer sessions 
taught by selected village teachers trained at Tehran the pre- 
vious summer. Major emphasis is placed on gearing the 
educational program to the needs of the pupils in each 
particular village, and stimulating the teachers to create their 
own teaching materials out of what might be found in the 
village. These teachers are not only learning new methods 
but gaining new insight into their role as leaders in com- 
munity development. ‘ 

One of the most dramatic and unique phases of the FOA 
education program in Iran is its pioneering development of 
schooling for the approximately 200,000 people still living 
in nomadic tribes. There are now over 100 schools operating 
among these tribes, with an enrollment of more than 1,000 
boys and girls. The actual cost of these schools has been 
approximately $200 each—out of all ye to the results 
achieved, both in terms of education and in good will. One 
hundred and five teachers, selected (and paid) by the tribal 
leaders, were given intensive training under FOA auspices at 
Shiraz in the summer of 1953, and the program was inaugu- 
rated last winter. By March, 73 schools had been supplied 
with a school tent, portable lap desks, a few books, and simple 
equipment such as easel blackboards; 44 more were to receive 
their tents and supplies and begin operation by last June. 

In Khorassan, one of the most isolated provinces of Iran, 
an adaptation of the American Chautauqua idea has been 
utilized to bring fundamental education to thousands of 
people during the past six months. Moving from one remote 
village to another, a team of FOA-trained Iranians equipped 
with motion pictures, slide projectors, and simple demonstra- 
tion equipment presented a five-day course for adults includ- 
ing some rudiments of education in health, sanitation, and 
agriculture, drawing an attendance of up to 1,000 persons 
a day. Men and women walked many miles from other. vil- 
lages to attend the sessions, which were held in every 
section of this remote Central Asian province, spaced out over 
a distance of 400 miles. In some of these classes, turbaned 
Turkomen from the high steppes patiently learned infant 
care so that they could take the information back to their 
wives and daughters. 

Fifteen hundred and sixty Iranian students, teachers, prin- 
cipals, and supervisors throughout 12 regions of Iran have 
participated directly in arts and crafts lessons given by the 
FOA specialist and her Iranian counterpart during recent 
months. A film strip on Arts and Crafts is being produced 
by the Syracuse Film Group, using drawings made by Iranian 
students, together with photographs and drawings by the 
FOA arts and crafts specialists. They also prepared Iran's 
first textbook in the field, a “Creative Art Teaching Manual,” 
designed to assist teachers and students to think creatively 
instead of merely imitating old patterns, and “based upon 
general theories of art applicable to all phases of attractive 
living.” 

Another interesting development is the rapid expansion of 
educational broadcasting in Tehran. FOA established a 
$5,500 pilot project to train representatives of the various 
ministries to prepare their own recorded radio programs. 
Within six months most of the dozen officials, including one 
from the Ministry of Education, were already producing 
educational radio programs that were being used regularly on 
Iranian stations. One unexpected outcome has been stimu- 
lation of the use of educational broadcasts in the schools of 
the capital. Last May the Iranian Department of Press and 
Propaganda and the Municipality of Tehran jointly presented 
20 radio sets to principals of Tehran primary schools, with 
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the promise that more would be provided later so that each 
primary school in the city might have at least one set. 

In Lebanon one of the educational activities of FOA has 
stimulated production of a series of health education pam- 
phlets of great value to the entire Arab world. During the 
summer vacation in 1953, Lebanese public and private school 
teachers from all over the country attended a special seminar 
and workshop on school health. The objective of this work- 
shop was to instruct the Lebanese teachers in this field and 
with their co-operation to develop teaching materials in the 
Arabic language. Up to this time, the subject of health had 
never been introduced into the Lebanese curriculum, nor in 
the entire Near East were there any teaching materials avail- 
able on this subject. 

The conference was eminently successful. The materials 
oe er by the teachers during the summer were utilized 

y the Lebanese staff who conducted the workshop in turning 
out a series of school health pamphlets for the use of children 
and teachers. These 50 teachers trained in this summer 
course have, in turn, provided training in the same field 
for the other teachers in Lebanon. As a result of this work- 
shop also for the first time in Lebanon’s history—the subject 
of school health was recognized and a professor was em- 
ployed at the National Teacher Training College to teach 
this subject. The school health pamphlets as they are pro- 
duced are made available to all of the other Near Eastern 
countries; as each is printed, additional quantities are ordered 
to meet the demand of the other Arab countries. 

Last fall at the opening of school some of the teachers 
trained in the summer workshop and the Lebanese workshop 
staff conducted a series of two-day institutes and workshops 
on the subject of school health for the teachers in each small 
geographical area. The school health pamphlets available were 
introduced to the teachers and suggestions were given as to 
teaching methods and the use of these pamphlets in their 
classes. To provide intensive and more individual instruction, 
each workshop was kept small and an average of almost one 
conference a week on the subject of school health was held 
during the winter months. The reaction to these conferences 
was heartening. For most of the Lebanese teachers, it was 
the first opportunity to get together on a professional basis 
to discuss their common problems and to co-operate in devel- 
oping their teaching methods and techniques in a particular 
field. 

Lebanon has no natural resources in terms of agriculture 
or minerals; her greatest resource is her people. If Lebanon 
is to make full use of this potential resource, the Education 
staff of the Lebanon Mission and the Mission's Public Health 
staff, together with the Ministry of Education and the Ministry 
of Health, must co-operate as they have done in creating a 
recognition of the importance of health and in developing 
proper health habits and attitudes through adult education 
and the school system. This project illustrates a fundamental 
approach to a basic problem in which the U. S. and the 
Lebanon Government and their staffs have worked together 
to provide the basic training required in order to develop a 
healthy and productive country. 

In Ethiopia, there is a critical shortage of trained teachers. 
There are only about 1,200 teachers in the entire country— 
less than one for every 12,000 persons. Of these, 800 had 
less than four years of formal education and only 17 had 
completed high school. The problem is further complicated 
by the large number of spoken languages and a scarcity of 
reading material in these different tongues. There are some 
elementary school books written in the national language, 
Amharic, but schools above the fourth grade must be con- 
ducted in English. 
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Under joint programs with the United States, substantial 
progress has been made in Ethiopia’s educational system. All 
Ethiopian teachers attend intensive teacher training courses 
designed to accomplish in one summer the equivalent of a 
year's regular study, thus raising the educational level of the 
entire teaching staff, improving the quality of teaching 
throughout the country. New curricula and techniques have 
been installed to solve the language problem. Instruction in 
English has been improved and expanded and new materials 
are being developed in Amharic. Teacher salaries have been 
standardized, teacher training expanded, and a system of 
orderly promotions has been established. 


Today there are five high schools in Ethiopia. These schools 
are operated under the guidance of Oklahoma A & M College 
on contract with the Foreign Operations Administration. 
U. S. specialists in education have been working with Ethi- 
opian representatives on plans to establish eight additional 
secondary schools within the next year. The number gradu- 
ating from high school each year has been tripled as a direct 
result of the FOA educational program. 


Probably the most distinctive contribution of the FOA pro- 
gram to Ethiopian education is the preparation of the first 
textbook ever devoted to the geography of Ethiopia. Written 
for use at third grade level by USOM/Ethiopia Geography 
Advisor Dr. Gordon Schilz, it was accepted by the Ministry 
of Education and distributed to 100 schools during the last 
week of May 1954. This preliminary edition is hectographed; 
it is in four parts, a text in Amharic for use by the students, 
the same text in English, and guides to the text in Amharic 
and in English for the teachers. After an initial period of 
trial in the 150 schools, and possible revision based on that 
experience, the book is to be printed by the Ministry of 
Education. 


In the war-devastated areas of Korea our own GI's have 
not waited for their government to act but, with their own 
hands and money from their own pockets, have begun to 
rebuild the village schools. These sons of ours have made 
contributions of several million dollars. Senator Thye re- 
ported to Congress that he saw them on a blustery December 
day laying up the stone masonry of new school buildings. 
It was their own peaceful contribution to a free world—of 
greater importance over the course of the years than the 
winning of a battle in war. For the real war today is for 
the minds and hearts of men and the outcome of that battle 
will determine whether they shall be free or shall be slaves 
of the Soviets and their satellites. 


To finance these programs costs each citizen of the United 
States iess than eight cents a year. The expenditures of the 
other countries amount, in many instances, to much more 
than twice the U. S. contribution. Compared with our mili- 
tary effort, our program of technical co-operation are not 
costly. In the fiscal year 1954 only two per cent of FOA'’s 
appropriation was spent on programs of technical assistance. 
This year only five per cent or approximately $116,500,000 
is going into programs of technical assistance. 


I know you are well aware of the fact that technical assist- 
ance is only one of the ways in which we are meeting our 
international problems. The mutual defense assistance pro- 
gram is another phase of the FOA program. As you know, 
we are not in the business of arming the whole world. We do 
supply friendly nations those weapons, equipment, and other 
items which they need to meet an agreed level of effective 
defense, but which they are unable to make, buy, or otherwise 
obtain for themselves. In most cases the other countries do 
most of the work; we supply the missing links. 
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Another way of nese our interests and of attaining 
our foreign policy objectives is by means of our programs of 
economic aid for defense, for development, and to meet 
emergency situations. Such aid was used, for instance, a year 
ago to keep Iran from going bankrupt and possibly into 
Communist hands. It cost us about 60,000,000 in the summer 
of 1953 to keep that country on our side of the Iron Curtain. 
Considering the strategic location and oil reserves of Iran, 
this investment of U. S. funds could be considered a good 
bargain. More recently such aid has been used in Bolivia, 
in Guatemala, and now in Indochina, especially in connection 
with the settlement of close to half a million refugees from 
Communism in the north of Vietnar 

The concept of the Mutual Security Program changes some- 
what from year to year, reflecting changed conditions in world 
affairs. For instance, massive economic aid to Europe now 
appears to be a thing of the past. In our program this year, 
no such aid was requested or will be allocated to Europe 
except for a few special cases such as Spain, Yugoslavia, and 
Greece—and in these instances, only to enable those countries 
to support a defense level which would be beyond their capa- 
cities in the absence of assistance. Total appropriations of new 
funds for the Mutual Security Program are down from 
$6,000,000,000 in 1953 to $2,800,000,000 in 1955. This de- 
cline in appropriations is the result of (a) an enormously im- 
proved economic position world-wide; (b) the substantial 
completion of the initial period of vast and rapid military 
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build-ups; and (c) the establishment of a peace in interna- 
tional military affairs which can, if necessary, be sustained 
for years. 

We cannot buy the minds of men, but we are firmly con- 
vinced that through the Foreign Operations Administration's 
programs, and _— our programs of technical co-opera- 
tion, we can develop the understandings and promote the eco- 
nomic development, which will permit the underdeveloped 
nations of the world to move forward rapidly enough to take 
their place in the present as true partners and friends in the 
world community. 

It is not enough to share our knowledge and our skills, it 
is not enough to teach others how to use new machines and 
industrial methods. As educators, you will understand that 
we must share curselves—our ideals, our beliefs, our willing- 
ness to accept others as our equals and to cherish them as our 
friends. Whenever an American goes overseas under an 
FOA-sponsored program, he will be working with a national 
who is his counterpart. The policy is to train teachers who 
teach others. The American will stay for a very brief two 
years but he must leave within the person of his counterpart 
and all whom he may reach that spirit which is the dynamic 
for all he attempts. It is an exacting test to apply, but unless 
he has left a trusted friend, he has failed in his mission. Not 
all can meet such a challenge. Perhaps the world is asking 
too much of us, but the opportunity is ours to build the new 
frontiers of understanding and peace. 


The Power of Creative Selling 


BE YOUR OWN PAYMASTER 
By RAY R. EPPERT, Executive Vice President, Burroughs Corporation, Detroit, Michigan 


Delivered at the Second Intermountain Marketing and Sales Conference, sponsored jointly by the Utah Association of Sales 
Executives and the College of Business, University of Utah, Salt Lake City, Utah, November 19, 1954 


T IS a distinct privilege to talk about a subject which is of 
[« utmost importance to the future standard of living in 
our country. 
My remarks tonight will be = personal. There is an 


excellent and compelling reason for this. I feel very strongly 
that you and your counterparts in selling, all over the United 
States, will, to a great extent, determine the economic goals 
which will be achieved. 

I have no intention of quoting a lot of statistics or fore- 
casting the “business climate’’ in which we will operate in the 
months ahead. The economists are taking care of that very 
nicely—or very poorly—depending upon your own individual 
conclusions. 

No economist can accurately measure psychological reaction, 
or the degree of success which may be achieved by salesmen 
individually or collectively. As we move into 1955 there is 
universal agreement on one thing—the results will be as good 
and only as good as the quality and penetration of our sales 
performance. 

There is no longer any question about our ability to pro- 
duce at any desired level. The question from here out is 
how much can we sell—and the sales index will (with few 
exceptions) determine the production index. As between 
production and distribution, distribution has become the senior 
partner. 

Production can only go one of two places; to the consumer 
or to finished goods inventory. I don’t have to tell you that 
a production schedule which is piling up needed working 
capital in excess inventories is doomed for a very short life. 


It is obvious at this point in our economy that “as we sell, so 
shall we live.” 

This adds up to just one thing—the greatest responsibility 
and opportunity in the history of American selling. 

There is a good reason, and it has never been more apparent 
than now, why creative salesmanship has been called the 
‘Mainspring of the American System.” Market analysts esti- 
mate that approximately 1/3 of all buying decisions are either 
impulse or optional ones and are not predicted on filling ex- 
pressed needs. It is the creation of demand today which be- 
comes tomorrow’s need, that has built our national income and 
standard of living to the highest level man has yet attained. 

It is basic to say that we must go forward or backward. We 
cannot stand still. The company that continues to compete only 
for existing business has a pretty good chance of going over 
the dam. This is particularly true under normal marketing 
conditions. 

Good salesmen welcome a return to greater normalcy in 
selling, because more discriminating prospects afford greater 
opportunity for a creative salesman and a good product. A 
seller's market results in an artificial subsidy of weak business, 
feeble selling and inferior products. Now, thank goodness, 
we are back to the basic American concept—complete free- 
dom to succeed or to fail. 

Let's put creative salesmanship under the microscope and 
try to determine what makes it tick, it’s various facets, and the 
fundamentals which distinguish it from mere order-taking. 

Let's start by defining what we mean by creative selling. 
Does it involve the flash.ily dressed, loud talking individual, or 
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the overly aggressive hustling that sweeps the unwary by- 
stander into the sideshow rather than the main tent? Is it the 
fast lingo of the pitch men on the boardwalk in Atlantic City, 
or the high pressure patter that sends us out of the store 
with three purchases instead of one? 

No—defnitely not. True, there exists what might be 
called the “hot-rod” school of selling for which these connota- 
tions are appropriate. But to the great majority of men and 
women who make up the nation’s sales force, selling is a far 
cry from annoying and abusive techniques. It is the con- 
structive concept of the term which has made salesmanship 
the great driving force in our economy. 

Creative salesmanship encompasses many basic principles. 
Two of the more fundamental ones are: service for a mutual 
profit and a re-phrasing of Lincoln's famous saying to read: 
“You must fool none of the people none of the time.” It 
requires a complete understanding of the prospect's unex- 
pressed potential demand. This concept of salesmanship neces- 
sitates a thorough knowledge of the product and its benefits ; 
and the capacity to conceive a close /Jegitimate relationship 
between the two. Naturally, persuasion and a positive atti- 
tude must play their tactful part. 

Creative salesmanship implies an ability to convince a cus- 
tomer rightfully that he cannot afford to do without the pro- 
duct. It produces a prospect where none grew before. But 
note the words “legitimate” and “rightfully” Creative 
salesmanship allows no taint of the charlatan, no hint of the 
magician’s “the hand is quicker than the eye.’” Here we are 
dealing with higher values—a service—a source of mutual 
satisfaction and profit whose test is it’s capacity to endure— 
whose touchstone the willingness of both parties to do busi- 
ness again. It’s very essence is ‘go-giving’ rather than “‘go- 
getting.” 

Now let us examine specifically the components and techni- 
ques which, properly integrated and used, bring the maxi- 
mum sales result. 

Foremost on the list of requisites is education—the basic 
knowledge which will make possible a proper customer con- 
tact and relationship. Creative selling involves educating the 
prospect in the advantages and benefits which will accrue 
from acquiring the product. We can only teach him what we 
know; therefore, we must educate ourselves before we can 
expect to educate the prospect. 

A confident and positive attitude; a most important precept 
in effective salesmanship, can only be built on a good personal 
knowledge of your company, the product, it’s potential bene- 
fits under varying conditions, and the ability to employ good 
selling tactics in a convincing presentation. 

Creative selling demands continuing study because the 
market is constantly changing. Buying power and buying 
motives are fluid, not static. 

The alert salesman will take advantage of every phase of 
sales training that he can find in order to improve his own 
techniques. 

The sales training courses of our various companies and 
sales clinics, such as the Sales Executives Clubs sponsor, are a 
“must” to the salesman who recognizes that in the last analysis 
he is his own paymaster. 

Study in the areas of planning, creative thinking, and self 
improvement are of significant importance. Almost everything 
we do can be made to pay dividends in greater knowledge. 
For example, when looking at advertisements in magazines, 
it is very good sales training to study and analyze the printed 
selling of other companies. Sometimes we are more objective 
in studying the appeals which others make, and this very 
objectivity results in gathering new ideas which can be in- 
corporated into our own selling techniques. 
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Self analysis and audit of our calls and results will also 
increase our knowledge and future effectiveness. It’s a good 
idea to pause on the sidewalk for a moment after a call and 
mentally review what happened. What did you do that was 
right? What was wrong? To what and how did the pros- 
pect react? A personal sales clinic diagnosis of deals lost and 
orders secured will help to develop a pattern of successful 
effort. Do it while the facts are fresh in your mind, and be 
brutally frank with yourself. It’s better to have a diagnosis 
and a cure than an autopsy and a verdict. 


I mentioned the importance of knowing your company as 
well as the product. As a good case in point, many young 
men starting sales careers are called upon to sell intangibles. 
Selling an intangible often involves the type presentation 
where the salesman is placed in the role of a consultant or 
advisor. The very young man is handicapped in this situation 
if he attempts to present his case on the basis of what 4e 
can do for the prospect, rather than what is company and 
product can do. 


On the other hand, the young man will not be handicapped 
at all, and his age may actually work to his advantage, if his 
major sales effort is to sell his company’s ability to deliver the 
desired result to the prospect. Attempting to sell one’s self, 
rather than one’s company, is always a dangerous practice, 
regardless of the age of the salesman, because the man doesn’t 
live who can create a favorable impression with everyone. 
Conversely, his company is an impersonal thing, and there is 
no reason for any prospect to dislike the company. The smart 
salesman realizes this, and sells the institution and its pro- 
ducts rather than himself. 

Creative selling is not confined to any market, product or 
industry. Impulse or convenience goods, intangibles, “luxury 
staples’, and specialty goods have been changed to necessities 
by creative salesmanship. Witness, for example, frozen foods, 
television, home appliances, the telephone, the automoble, 
today’s home building industries, the great profession of in- 
surance, the investment and banking profession, and thou- 
sands more. These are today’s necessities which were yester- 
day’s luxuries. 

Even more important than the history of these demands, 
however, is the creative selling going on today in these fields. 
It is indicative of the great plus factor in the American sys- 
tem. 

For example, in frozen foods a demand is being built for 
meals packaged in one complete unit. Frozen foods to bake 
are becoming an often used convenience. Television screens 
are getting bigger—the idea of two sets, with one portable set, 
is being sold. As one demand becomes established it helps 
pyramid others in the same field as well as in other fields. . . . 
Today there is a heavy demand for home freezers, a by-product 
of the frozen food market. More automatic home appliances 
are in the demand era, a result of good creative selling. 
People today are considering the so-called “‘want’’ of a 
colored telephone, or one with a lighted dial, or extra in- 
struments in various rooms. More and more people are 
appreciating the idea of two cars. Not only do over 55% 
of us own our homes today, but they are more livable with 
more “necessary luxuries” than ever before. 


All of these things started as sales ideas—dreams. One of 
the truest fundamentals ever stated is, “You've got to have a 
dream if you want your dream to come true.”’ Let's all dream 
a bit about our products and their markets, and then make the 
dream come true by constructive, intelligent action. 

I want to repeat—our own education and knowledge of 
the job will determine the scope of our ability to apply creative 
selling techniques. 
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Another factor which plays an important role in creative 
salesmanship is the art of observation. Profitable observation 
is generally the detection of differences. It is seeing the signi- 
ficant, important and out of the ordinary, and sensing how it 
can help to better serve the customer. Observation is no 
magic power; it is simply finding things out. Pertinent infor- 
mation about our product, the prospect and the market, is 
generally the result of keen observation. 

Being observant also protects us from making fundamental 
sales errors. For example, there is one thing the salesman 
dare not sub-contract—the closing of the order. Where ap- 
proval must be secured from someone other than the indi- 
vidual receiving the presentation, good selling makes it man- 
datory that the salesman use every tactful means to tell his 
story direct and not depend on someone else to relay it 
effectively. This is not always easy to do and should not be 
accomplished by going over the heads of subordinates. Rather, 
every effort should be made to work through them or to ac- 
company them for a joint presentation. There is no pat 
answer to this problem, but I want to repeat that many good 
deals appear on lost business reports because someone else 
tried to close the order for the salesman. 

A good creative salesman must be keenly aware of com- 
petition, and I do not refer merely to the products and com- 
panies that directly compete. We must recognize that all pro- 
ducts and services compete with one another for the pros- 
pect’s attention and dollars. This is why it is vital that we 
sell the benefits which our product will produce. 

Speaking of competition, let’s not overlook our own sales 
record. How good is it? Are we fooled by an increased 
sales total? Because the potential market is growing at the 
fastest rate in our country’s history it does not always follow 
that an increasing sales record is a good performance. What 
is our degree of market penetration—is the vital question. 
Are we holding or improving our competitive status in rela- 
tion of our share of the market ? 

It is easy to be lulled into a feeling of false security when 
statistics are not properly analyzed. For example, today’s 
sales in dollars may look wonderful in comparison to previous 
periods, but how do we look on a unit basis? Does our sales 
performance represent good coverage of the entire territory 
or market? Or are we selling only our old customers? Are 
we expanding the base of consumer demand for our products ? 

Our attitude toward competition should be that we are not 
meeting competition—we are the competition. There’s a vast 
difference. It is the difference between good and poor morals. 
... This latter attitude insures a confident, but not cocky feel- 
ing, and strengthens your approach, your presentation, and 
certainly the close. 

Price cutting and concessions are not a part of creative 
salesmanship, and very seldom, if ever, permanently answer 
a merchandising problem. 

Nothing has ever been built that someone else couldn’t 
build worse and sell for less. Even the price chisler knows that 
a higher price is evidence of quality. If we sell the value 
which accrues to the prospect, and emphasize that the pro- 
duct itself is merely the instrument which permits delivery 
of the value, price becomes a minor rather than a major ob- 
stacle. Would anyone in this room want to buy a cheap 
parachute? You get the point, I am sure. 

Remember that price and cost are not necessarily synony- 
ous. Price is the investment, but the cost is determined by the 
benefits or value received on this investment. Stated differ- 
ently, the highest priced product might cost the Jeast. Sell 
the return on the investment—awot the investment. 

Another foundation stone in creative selling is ‘‘imagina- 
tion.’ It has two functions. The first is to hunt, the second 
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to change what is found. Note that both are words of action. 
There is no mystery or magic about originality. You simply 
take what you have seen, read, heard—use imagination, and 
then add yourself. 

The use of imagination in a product presentation is inherent 
in good selling. The dignified showmanship in a dramatized 
product demonstration is the result of applied imagination 
illustrating product benefits and results. 

The principle limiting factor in creative selling is restricted 
imagination. Put permanent anti-freeze in your mind and 
don't, under any conditions, permit your thinking to become 
frozen or static. 

Another link in our creative selling chain is animation. 
Certainly enthusiasm combined with vivacity and intenseness 
add up to animation in any definition. 

Probably the most contagious human emotion is enthusiasm 
and good selling demands an enthusiastic attitude by the sales- 
man in presenting his company, his product, and the benefits 
that the product will bring to the costomer. 

Wouldn't it be silly to expect the prospect to enthuse about 
our product unless we set a good example. Enthusiasm is the 
spark plus which ignites the component charges of all the 
other factors involved in creative selling. But a word of cau- 
tion. Don’t make the fatal mistake of being enthusiastic 
merely for the sake of enthusiasm. It is very easy to detect 
whether or not you are sincere and if you are not it becomes 
an act and the prospect resents it and closes his mind. 

All of the fundamentals I have mentioned are essential— 
but, what good is the gun and the shell if there is no firing 
pin? Unless there is adequate perspiration-effort, all the at- 
tributes which make up creative salesmanship are of course 
nullified. The smartest, best informed, most enthusiastic 
salesman can be and probably will be a dismal failure if he 
doesn’t work. 

In connection with effort, I would be derelict if I failed to 
comment on the importance of practice and preparation. The 
demonstration of a product is really a nage presentation for 
the prospect. Let’s draw a comparison between it and the 
theatre and see if we can learn from their example. 


Have you ever seen a play that was staged without re- 
hearsal and days and hours of practice? Obviously, the answer 
is no. Why is this? Simply because the producer wants to get 
the order from the audience. 

Don't we have the same problem? Isn’t it logical that prac- 
tice, practice, and more practice is a necessity if our demon- 
strations are to be effective sales performances? It has been 
my observation that the most successful salesmen “‘train’’ for 
the big game and don’t miss their signals after the opening 
kick-off. 

I have known some salesmen who even practiced their 
presentation in front of a mirror with a tape recorder. They 
wanted to see and hear themselves from the prospect's posi- 
tion and thus perfect a pleasant, enthusiastic and convincing 
manner and 7% er Don’t depreciate your ability and throw 
your money away by failing to make a “finished” presentation. 

Before we leave the theatre analogy, I want to say that 
your presentation, unlike the three act play, can end at any 
point if you are closing all ihe way. If you can get the order 
early in the first act, the show's over. 

Many sales are lost because the salesman insisted on giving 
the entire performance befure he would permit the prospect to 
buy. 

Well, I have touched a lot of bases in our discussion of 
Creative Selling. Let me quickly summarize the sequential use 
of the fundamentals we have covered. 
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1. Investigate and thoroughly observe the prospect's present 
status in relation to your potential products benefits. 

2. Create confidence by showing a knowledge of the pros- 
pects problems and by trying to sell only what the pros- 
pect should buy. The very essence of creative salesman- 
ship is when the prospect, because of his confidence, 
stops thinking of you as a salesman and considers you 
an individual rendering him a constructive service, 

3. Make your presentation, dramatizing step by step how 
and why the product will benefit the prospect. 

4. Contrast the old and the new to bring out in sharp relief 
the advantages to be gained by purchasing. 

5. Get action by giving the prospect sound and convincing 
reasons for deciding now rather than later. The creative 
salesman closes the order by emphasizing the importance 
of receiving the benefits—the values—the advantages, 
now. 
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In conclusion, I want to say that more than any time in the 
last 20 years, our economy now pivots on the power of creative 
selling. Like any other job worth doing, it is not easy. It 
requires hard work and lots of it. It presumes a genuine 
interest in customers and a sincere desire to do something for 
them. It calls for the best we have in us. 

But there is a reward and it’s not a small one. There is the 
deep satisfaction of an important task well done—the kind 
of satisfaction every human being derives from making a 
significant contribution to the society in which he lives. 

The “Cafeteria Era” of selling is over. American salesmen 
face their greatest challenge, and they now have their greatest 
opportunity. 

Good selling and good luck to every one of you in your 
important work. 


Limiting Banking Concentration 


ACTION NEEDED TO END EVASION AND EROSION OF LAWS 


By WILLIAM J. BRYAN, President, Independent Bankers Association of America, 
Vice President, Third National Bank of Nashville, Tennessee 


Delivered to the Banking and Currency Committee of the House of Representatives, 
Washington, D. C., March 1, 1955 


R. CHAIRMAN, and Members of the Committee: 
My name is W. J. Bryan, and I appear here as 
President of The Indpendent Bankers Association of 
America. This Association has a membership of more than 
5,200 banks from states other than those in the 12th Federal 
Reserve District. Those states have their separate Association, 
which is represented here by its President, Mr. Harry J. 
Harding. Our members are predominantly small and medium- 
size banks, which are unable, individually, to send represen- 
tatives here to plead their cause. We do not maintain a 
Washington office or have any paid lobbyists. None of us 
who will testify to you in behalf of H2674 receives any pay 
from either Association. 
We heartily endorse H2674 as urgently needed to stop the 
evasion of Federal and State laws that were designed to 
prevent concentrated control over money and credit. We 
should like to emphasize the fact that this is the only country 
left where most communities are served by home-owned and 
home-managed banks which are aware of and responsive to the 
needs of the people of their areas. We believe that this has 
been the most important single factor in the development of 
the United States. Like yeast cells in a loaf of bread, each 
working in its immediate area, our banks scattered throughout 
the country have co-operated to produce the greatest and most 
general economic development the world has known. 
Other countries must depend on three, four, or five banks 
having up to thousands of branches. Policies and important 
credit decisions are made hundreds or thousands of miles 
from many of the branches. The interest of an enterprising 
local customer may run counter to that of a large main office 
account, in which event the former might suffer. This inevi- 
tably tends toward concentration in all lines, cartels, the sti- 
fling of new enterprises, and stagnation—what has been 
termed the ‘‘mature economy.” When forced to choose be- 
tween such monopoly and some ism, countries invariably have 
chosen the latter. 


Our FREEDOMS INTERDEPENDENT 


Recognition that political freedom and economic freedom 
are interdependent is prominent in American History. | 
should like therefor to review some of this history for the 
purpose of bringing up to date this old and recurring struggle 
for and against centralized power, and to present the present 
problem in its proper focus. 

The Bank of the United States, chartered by Congress in 
1791, was authorized to have branches. It proved unsatis- 
factory, and its charter expired in 1811. A second Bank of 
the United States was chartered by Congress in 1816. It 
had as many as 27 branches in various cities. One of these 
was in Cincinnati. Illustrative of the tendency to abuse 
power, the Bank in 1818 ordered the Cincinnati branch to 
collect its loans at the rate of 20% each month. The effect 
was disastrous to people and business is in that city, as the Bank 
foreclosed a great amount of real estate upon which it later 
realized much profit. This action precipitated the panic of 
1818-1819. The Bank became so powerful, politically as well 
as financially, that it attempted to force President Jackson to 
renew its charter four years before it expired. Jackson's veto 
of a renewal bill passed by a Congress friendly to the Bank 
was a paramount issue in the election of 1832, and his election 
doomed the Bank. Thus ended our first and only nation-wide 
branch banking system. 


NATIONAL BANKS RESTRICTED 


In the same year, 1836, Rhode Island adopted legislation 
against branch banking. The Free Banking Act of New York 
in 1838 prohibited branches. Massachusetts passed similar 
legislation, and the bank commissioners of Connecticut 
charged that branches had not been recognized by law and 
should be prohibited. Whether recognized by law or not— 
and mostly not—banks operated branches in most of the 
states on a broad scale, but practically all ended in failure. 
This caused Congress to insert in the original National Bank 
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Act of 1863 a prohibition against branches of national banks, 
but it was amended in 1865 to permit state banks with 
branches to come into the system and retain their branches. 
Notwithstanding this concession, the branches which came in 
did so as independent units. As a result, there appears to 
have been only one branch (of a state bank) left in the 
country in 1865. 

From then until 1910 there were relatively few banks with 
branches outside their home cities. In 1910 twenty-nine states 
apparently had no laws on branches, pro or con. Nine pro- 
hibited them, and five restricted them to cities or parish. 

After 1910 the spectacular and rapid expansion of the Bank 
of Italy in California begot imitators around the country. 
Banks in many states started branches, which led to the 
adoption of state laws which prohibited or restricted branches 
within limited areas, but the existing branches were left. 
By 1929, 22 states had prohibited branches, 10 permitted 
them within narrow limitations such as cities, counties, etc., 
nine permitted them state-wide, and seven had no laws on 
the subject. 


EXPANSION IN 1920's 


It will be recalled that the late 1920's was a period of 
expansion, mergers, and speculation. In almost every field 
there was great rivalry to be the biggest. Banking was no 
exception. When the possibilities of growth by absorbing 
competitors were exploited, other means were sought. Stopped 
by Federal and State laws from branching out into other areas, 
ambitious bank promoters turned to the holding company 
device, which was working so successfully in other fields, 
notably public utilities. So bank holding companies began to 
spring up in states that prohibited branch banking. Most of 
these were intra-state operations, but some were inter-state. 
The organization of one holding company under the spon- 
sorship of a bank usually led to the formation of another by 
its principal competitor, which felt it must do so to maintain 
its competitive position. Other rivals sometimes followed suit. 
In my state, three such holding companies were organized 
between the adoption of our anti-branch-bank law (in 1925) 
and 1930. 

The Federal Reserve Bulletin of February 1938 reveals 
that on December 31, 1931 there were 97 bank holding 
companies in existence, an average of more than two for 
each state. 

Law EVASION 

I should like to emphasize that as branch banking started 
without any lawful basis for existence, being neither speci- 
fically permitted nor prohibited, which omission was cor- 
rected in most states by prohibitory laws, bank holding 
companies likewise were organized not only without any 
lawful recognition, but for the purpose of evading the laws 
on branch banking. The very circumstances of their origin 
is proof of this. 

The Federal Reserve Bulletin of April, 1930, noted that, 

. the area within which these developments have been 
relatively more considerable in extent is composed largely of 
States which have prohibited the establishment of branch 
banking offices. . . .” “Business Week’ of September 21, 
1929, declared bluntly, “Chains are evasions of law.” Dr. 
Gaines T. Cartinhour ,in his book “Branch, Group and Chain 
Banking, ‘published in 1931, listed “The desire to circum- 
vent Federal and State laws prohibiting or limiting branch 
banking in anticipation of legislation removing the restric- 
tion” as the primary motive for establishing them. The 
principal exponent of the branch and holding company 
movement, Mr. A. P. Giannini, stated to this Committee at 
Hearings in 1930: 


VITAL SPEECHES OF THE DAY 


“I believe branch banking should be extended on a 
nation-wide and world-wide basis, for if you do not have 
direct branch banking you are going to have it indirectly 
through holding companies.” 


BRANCHES JUST THE SAME 


The then Chairman of the Board of Governors of the 
Federal Reserve System, Mr. Marriner S. Eccles, stated to 
the Senate Committee on Banking and Currency of the 
80th Congress: 

“Under existing law . . . there is nothing to prevent it 
(holding company) from acquiring stock of an existing 
bank and operating it as a branch of the entire holding 
company system.” 

Mr. Eccles’ successor as Chairman of the Board, Mr. Thomas 
. McCabe, stated to the same Committee of the 81st Congress: 

“Through the acquisition by the holding company of the 
stock of an existing bank which thereafter may be — 
for all practical purposes, as a branch of the holding 
company system the denial of a branch application of a 
(holding company) controlled bank may become almost 
meaningless.” 

The present Chairman of the Board of Governors, Mr. 
William McChesney Martin, has stated in a letter to the 
Chairman of your Committee that a holding company can 
evade laws as to branches of banks and as to engaging in 
non-banking businesses. That they can and do evade these 
laws is a self-evident fact. 

Although there were no laws regarding bank holding 
companies, an Opinion issued by the Solicitor General of 
the United States on November 6, 1911, held that a bank 
holding company (perhaps the first of the modern type) 
“in its holding of national bank stocks is in usurpation of 
Federal authority and in violation of Federal law.” As a 
result, this holding company disposed of its bank stocks. We 
may well ask why this Opinion was not evoked in connection 
with later holding companies? Or why it is not applicable 
now? The facts and laws cited therein appear relevant. In 
fact, they are so pertinent to the consideration of H2674 that 
I should like to review the Opinion and quote portions of it. 


LEHMANN OPINION 


The Solicitor General, Hon. Frederick W. Lehmann, con- 
sidered ‘‘the purposes which the framers of the national bank- 
ing act had in view. The first, the paramount purpose was 
to secure a uniform national system of currency, and to do 
this without the creation of a great central institution like the 
old United States Bank. The opposition to such an institu- 
tion was deep-seated and widespread . . . It was affirmed 
that frequently great inconvenience and sometimes terrible 
disaster resulted to the trade and commerce of different locali- 
ties by the mother bank of the United States arbitrarily inter- 
fering with the management of the branches by reducing 
suddenly their loans and sometimes withdrawing large 
amounts of their specie for political effect. . . . It (the 
National Bank system) will be as if the bank of the United 
States had been divided into many parts, and each part . . 
revolving on its own orbit, managed by its own board of 
directors, attending to the business interest of its own 
locality . . .” 

The first Comptroller of the Currency, Mr. Hugh Mc- 
Culloch, was quoted: “It is not to be a mammoth prs grater 
with power to increase and diminish its discounts and circula- 
tion, at the will of its managers, thus enabling a board of 
directors to control the business and politics of the country. 
It can have no concentrated political power... . It will 
concentrate in the hands of no privileged persons a monoply 
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of banking’. . .” ‘“The banks created by the national banking 
act were, and were designed to be, local institutions and 
independent of each other . . .” said General Lehmann. 

He quotes Sec. 5133 of the National Bank Act: “Associa- 
tions for carrying on the business of banking under this 
title may be formed by any number of natural persons, not 
less in any case than five.” He emphasizes: “It should be 
noticed in passing that only ‘natural persons’ may engage in 
the formation of a bank.” He quotes Section 5146: 


“Every director must, during his whole term of service, 
be a citizen of the United States, and at least three-fourths 
of the directors must have resided in the State, Territory, 
or District in which the association is located for at least 
one year, immediately preceding their election, and must 
be residents therein during their continuance of office. 
Every director must own, in his own right, at least ten 
shares of the capital stock of the association of which he 
is a director. Any director who ceases to be the owner of 
ten shares . . . shall thereby vacate his office.” 


LOCAL CONTROL SECURED 


Again he emphasizes: “Here the local character of the 
bank is secured. The directors must all be shareholders, they 
must all be citizens of the United States and three-fourths of 
them must be residents of the State.” 

It should be noted here that the law regarding directors of 
national banks and their ownership of bank stock remains 
in effect identically the same as quoted above. Mr. Ben 


DuBois, Secretary of the Independent Bankers Association, 
in testifying before the Senate Committee on Banking and 
Currency at Hearings June 23, 1954, pointed out that some 
holding companies retain a hold on the directors’ | say 


shares through a repurchase agreement or option to buy them 
back when they cease being directors. Since the holding com- 
panies can remove them at will by not re-electing them, they 
serve as directors and even hold their qualifying shares at the 
pleasure of the holding companies. Thus a feature of the 
National Bank Act upon which its founders laid great stress 
has been practically nullified. 

Furthermore, every application for a new bank, National 
or State, receives a very thorough investigation by the Comp- 
troller of the Currency or appropriate State Bank Supervisor. 
They investigate the need for the bank, its prospects, and 
particularly the qualifications of the proposed officers and di- 
rectors. Yet, on the very day it opens for business a holding 
company, an intangible corporation located anywhere in this 
country and controlled by people of whatsoever character, can 
acquire control of the bank, and the supervisory authority has 
no power whatsoever to prevent it. H2674 gives the super- 
visor who assumed the responsibility for chartering the bank 
the rightful power to veto such acquisition. 


CONTRARY TO POLICY 


Returning to the Opinion of General Lehmann, he quotes 
from a court decision regarding ownership of national bank 
stock by another national bank: 


“Another evil that might result, if large and wealthy 
banks were permitted to buy and hold the capital stock 
of other banks, would be that in that way the banking 
capital of a community might be concentrated in one con- 
cern. . .. Such accumulation of capital would be in disregard 
of the policy of the national banking law. . . . The smaller 
banks, in such a case, would be in fact, though not in form, 
branchers of the larger one.” 

His conclusion was: 
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. certainly there can be no holding of such shares 
by any corporation when the result is to defeat the policy 
of the national banking act; that is, to destroy the local 
character of the bank, break down its independence, vest 
its control in another corporation, and link it in substantial 
proprietary interest with some other business than national 
banking. . . . We are dealing with corporations of a public 
character, with national banks, which have public duties to 
perform, and of these it is a peculiar obligation ‘to main- 
tain independent corporate existence and not surrender con- 
trol of their affairs or the exercise of their powers to another 
corporation.’ No authority is given by the Federal statutes 
to the national banking association for assigning their 
powers and delegating their duties to a corporation created 
by a State, and which under its charter from the State, may 
engage in a business and exercise powers denied to the 
banking association by the law of its creation. 

“Here again it is to be observed that if the power in 
question exists, it exists without limit. The company may 
extend its power to the full control of all the banks into 
which it has made entrance. Nor need it stop with these. 
As it grows by what it feeds upon it may expand into a 
great central bank, with branches in every section of the 
country. It is in an incipient stage, a holding company of 
banks, with added power to hold whatever else it may find 
to be to its advantage. 

““Where public law and public policy are involved, 
forms and fictions are disregarded and the facts are dealt 
with as facts. 

“. . . Indirection, if it accomplishes the same purpose, 
stands upon the same footing with direction.” 


SUPPORTED IN COURTS 


Our Courts, Federal and State, have consistently supported 
the conclusion reached in the above Opinion: 


“The spirit as well as the letter of a statute must be 
respected.”” (Chief Justice of the United States Supreme 
Court Marshall, Durousseau v. United States, 307, 314 6 
Cranch 307, 3 L. Ed. 232.) 

“Tt is a well-known maxim of the law that one cannot do. 
indirectly what the law prohibits being done directly.” 
(Justice Campbell of the Supreme Court of Oregon, Frie- 
denthal v. Thompson, 146 Oreg. 640, 31 P. 2d, 643, 645.) 

“It is a rule of law that a party is forbidden to do in- 
directly what it cannot do directly.” (Justice Griffin of the 
California Supreme Court of Appeals, Shenson v. Fresno 
Meat Packing Co., 96 C. A. 2d, 725, 216 P. 2d 156, 160.) 

“The corporation cannot do indirecly what it is pro- 
hibited by law from doing directly.’’ (Honorable Price Dan- 
iel, now a member of the United States Senate while At- 
torney General for the State of Texas, in Opinion rendered 
Texas Banking Department in 1952, which led to the dis- 
solution of bank holding companies in Texas.) 


As stated above, the finding that the holding company was 
“in usurpation of Federal authority and in violation of Federal 
law’’ caused it to divest itself of its bank stocks, and itself 
was later liquidated. Why was this Opinion not used to pre- 
vent the later formation of bank holding companies? Senator 
Carter Glass charged that it had been “suppressed” when he 
found it in the Comptroller's office. The Comptroller at that 
time was an outspoken and active advocate of inter-state 
branch banking, which may have kept him from proceeding 
against these effective fifth columns for branch banking. This 
illustrates one reason the advocates of H2674 want definite 
laws to regulate holding companies, rather than leaving it to 
discretionary authority. 
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DIFFICULTIES IN 1930s 


We have mentioned that there were 97 bank holding 
companies on December 31, 1931. While those remaining in 
existence now claim much credit for “stabilizing’’ banking 
during the 1930's, these claims are open to serious question. 
Their public statements when they were organized were to the 
effect that they were buying only “the strongest and best 
banks.” They could hardly have sold stock for the purpose of 
playing the Good Samaritan to failing banks. One would 
be naive indeed to believe they did so except where it was 
to their advantage, one way or another. a eased banks 
throughout the country helped in various ways to save their 
weaker brothers, not necessarily from goodness of heart, but 
to restore confidence in banks. Actually, the areas which 
were hardest hit by failure were those where holding com- 
panies most nearly monopolized banking. Much has been 
made of a statement that a Governor asked an out-of-state 
holding company to organize a bank in his state. He would 
not have had to do this except for the failure of a large chain 
which paralyzed his state. 

The holding companies and their banks were leaders of 
the agitation during the early 1930’s for Federal and state 
legislation to permit branch banking. They claimed they 
wanted this so they could save small independent banks from 
failing by taking them over as branches, and in fact had 
support from some such banks on this premise. A probably 
stronger reason, however, was that by converting their affiliates 
into branches, most of the capital funds of the affiliates would 
be recovered, as the parent bank would not be required to 
have capital equal to the aggregate capital of itself and its 
afhliates. Evidence that this: was a desperation move for some 
of the holding companies is furnished by a statement of 
Senator Carter Glass during Hearings conducted by him as 
Chairman of a Sub-Committee of the Senate Committee on 
Banking ard Currency: 

“Mr. Glass. It is the view of the committee, upon infor- 
mation presented, that if we do not adopt state-wide branch 
banking, the holding companies and the banks which they 
hold are going to be pretty soon wrecked. I do not know 
that it ought to be stated here, but we want to consider this 
whole problem in frankness. If the existing requirements 
of the law were put into effect by the Comptroller of the 
Currency, there are thousands of banks which have not yet 
closed their doors, whose capital and surplus have been 
impaired, which would have to be closed up today, and 
unless we do something of this nature, that part of the 
country where these holding companies exist—and they are 
not confined to any one section, though perhaps they are 
more numerous in the northwestern section of the country 
than in any other section—are going to find themselves 
in inextricable difficulties.” 


CARTER GLASS'S POSITION 


You will note that Senator Giass put the blame squarely 
on the holding companies: The worst banking troubles were 
in the areas where holding companies existed; the reason for 
passing the bill to permit national banks to have statewide 
branches, regardless of state laws to the contrary, was to have 
“the holding companies and the banks which they hold’ from 
being “‘wrecked,”” and “that part of the country where these 
holding companies exist” from ‘“‘finding themselves in in- 
extricable difficulties.” 

However, in states where there were no leaders, to organize 
opposition and present the facts, the anti-branch-bank laws 
were repealed or altered. Where such leadership was found, 
the laws usually remained unchanged. The Independent 


VITAL SPEECHES OF THE DAY 


Bankers Association started with a small group that waged 
a successful fight in Minnesota. Much of its early financial 
support came from banks that were so afraid of the big hold- 
ing companies that they would not join openly. Intimidation 
was tried in other states, where holding company representa- 


tives “muscled in’ on meetings of independents. 

The net result was that between 1929 and 1939 the number 
of states that prohibited branch banking declined from 22 to 9; 
the number permitting it increased from 19 to 35; the num- 
ber without legislation on the subject was reduced from 7 to 4. 


TROJAN Horses 


On the other hand, between the ends of 1931 and 1936, 
the number of bank holding companies dropped from 97 to 
52. Twenty-four (almost 25%) had failed, 17 had converted 
their banks to branches, 7 had sold their banks—usually to 
people in the respective communities. Only 42 groups were 
in operation on both the above dates. 

These figures show that bank holding companies have been 
very effective Trojan horses for — breaches in our laws 
after circumventing them. By breaking down State laws, 
they have brought about changes in the National Bank Act, in 
order that national banks could compete on an equal basis 
with state banks. But the Congress has steadfastly respected 
the rights of the states to specify the extent to which branch 
banking shall be practiced within their respective borders. 
Practically all the states have done so, but they have no way to 
protect themselves against an outside corporation’s coming 
in and buying stock in their banks and gaining control. 
H2674 affords them that protection. Discretionary control 
would not do so. 


WHat H2674 Woutp Do 


The fundamental strength of H2674 is that it is founded 
solidly and firmly on existing law, Federal and State. It 
states in clear language what has long been a basic rule of law, 
that one cannot do indirectly what is forbidden to be done 
directly. Federal law forbids banks’ having branches across 
state lines. H2674 forbids holding companies from buying 
banks across state lines. State laws limit branches within their 
borders in varying degrees. H2674 accordingly limits the 
acquisition of banks by holding companies. National and State 
laws prohibit banks from owning other types of businesses. 
H2674 provides that a company that controls two or more 
banks shall not own such businesses. 

The opponents of this Bill have contended that to base 
holding company legislation on branch banking law is wrong, 
because there is a difference between branches and affiliated, 
or subsidiary, banks. Great stress is placed on their difference 
in form, which everyone of course recognizes. But they are 
differences without a distinction. For, as was shown by 
authoritative quotations above, subsidiary banks are to all pur- 
poses and effect branch banks. Other than in form, what is a 
practical difference between a branch and a bank the stock 
of which is owned by a holding company that selects the 
bank’s directors and changes them at its pleasure, even holding 
repurchase rights to the directors’ qualifying shares; that 
hires and fires the bank’s personnel and otherwise supervises 
its operations ; that makes its investments, handles its insurance, 
buys its supplies, originates and pi.ces its advertising; passes 
on its loans to local firms and individuals, usually receiving 
a fee for all these services? ‘Where public law and public 
policy are involved, forms and fiction are disregarded and 
the facts are dealt with as facts. . . . Indirection, if it ac- 
complishes the same purpose, stands upon the same footing 
with direction,” to requote Solicitor General Lehmann. 
H2674 treats facts as facts. 
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Thus far I have dealt on the moral side of this issue: 
Whether laws and their clear intent are to be respected or 
whether by clever utilization of what courts have called the 
“corporate veil” an illegal act is legalized? Whether prece- 
dents established by failure to enforce a law shall become the 
basis for changing that law? I should like now to point out 
some compelling reasons why H2674 is urgently needed. 


34 HoLpInGc Cos. IN 1952 


According to information furnished by the Board of Gover- 
nors of the Federal Reserve System to the Senate Committee 
on Banking and Currency on June 10, 1953, there were 34 
bank holding company groups as of Dec. 31, 1952. Four of 
these are now in process of being liquidated as a result of a 
Ruling by the Attorney General of Texas in 1952 that they 
were in violation of Texas’ anti-branch-bank law. Two others 
have converted their controlled banks into branches after a 
change in state law. That leaves 28. In addition, there are 
several chains not classed as holding companies, but operating 
in the same manner. Some of both types are small—in some 
instances family holding companies. 


But 12 of the holding companies had banks in from 2 to 7 
states, as of Dec. 31, 1952. One of these controlled banks 
having 44.88% of the deposits of one state, 76.75% of 
another, and 45.59% of a third; in addition to controlling a 
large number of non-banking companies—manufacturing and 
processing, insurance, mortage and finance, etc. In another 
state one holding company controlled 36.65% of that state’s 
deposits, with another holding company having 11.13%—or 
47.78% between them. Another holding company controlled 
30.12% and 24.40% respectively in 2 additional states. Two 
other holding companies competing in still other states con- 
trolled 57%, 44%, 29% and 32% respectively in 4 states. 
These last 2 holding companies control almost half of the 
deposits of an entire Federal Reserve District. 


INCREASING CONCENTRATION 


Further acquisitions and mergers since Dec. 31, 1952 reveal 
increased and startling concentration of bank deposits. Nine 
of the 26 largest banks in the country, as of Dec. 31, 1954, 
absorbed 46 banks that year. Thirty-two of these were taken 
over by two banks in different states, both controlled by the 
same holding company. Such acquisitions brought the deposits 
of one of these banks to 44.6% of its state’s total. But a 
competitor bank also acquired two banks with 10 branches to 
attain 42.6%, giving two banks 87.2% of the state’s deposits. 
The same holding company has a bank in another state which 
has 2/3rd of that state’s deposits; yet this bank apparently 
felt constrained to take over one of its seven competitors 
last year. This same halding company has another bank, 
which has 20% of still another state’s deposits. But another 
bank in this state, with over 49% of the deposits on June 
30, 1954 formed a holding company to acquire control of a 
competitor having 9%. Thus, one holding company now con- 
trols 58% and another 20%—over 78% for the two. 


This amazing and alarming concentration has been possible 
only because of the holding company device. H2674 would 
have prevented it, had it been enacted in time. It can still 
prevent the same from happening to the rest of the country. 
But immediate action is urgently needed. Ambition is insati- 
able. Having acquired the banks in the areas where they now 
operate, the heldion companies will look for new fields to 
conquer. New companies will be organized as a protective 
measure. Then the larger holding companies will absorb 
the smaller ones. Within a generation most of our banks 
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will have disappeared, and we shall have a very few very large 
systems. Do we want this? Do we dare risk it? 


U. S. Poticy AGAINST MONOPOLIES 


From the early days of this Republic, it has been public 
policy to encourage small business. In this year’s Economic 
Report of the President he stated, ‘The public policy to en- 
courage the expansion of a free economy must assign a high 
place to measure that keep the doors to opportunity open for 
new and small enterprises. . . . The Government has a re- 
sponsibility to maintain easy entry into trade and industry, to 
check monopoly, and to preserve a competitive environment. 
Most of our leading companies were once small, and 
got started because local banks had confidence in the ability of 
the founders. Ideas and ability are to be found everywhere. 
And who is so likely to recognize these as the local banker 
who has power to act on his judgment, and who will benefit 
his bank and his community by developing a substantial 
customer and employer. I am sure your home districts, like 
mine, offer such examples. As the ‘Commercial and Financial 
Chronicle” has so well stated: 


” 


“Unit banking is pecularly suited to the genius of the 
American people, to the democratic republican form of 
government which we have developed, to the nature of 
our business and industrial organization, to our social in- 
stitutions, and to the individualism which is the founda- 
tion of our national progress. . . . Let us never despise the 
day of small beginnings nor the virtue inherent in small 
business.” 


Evi_ts OF BANK CONCENTRATION 


Contrary to possible opinion, bank support for H2674 is 
not for selfish reasons. Holding companies offer the best 
market to those wishing to sell, which is the reason for their 
growth. Independent banks are more than “holding their 
own” with them in competition. Holding companies offer 
better salaries to management of banks to enlist their aid in 
buying stock. Some of us might find it profitable to form 
holding companies of our own. So we are really working 
against our financial interest. But we know what the end 
result will be. We want to see our communities continue to 
grow. 

We are fearful of what will happen to our customers need- 
ing ‘‘character loans” based on our personal knowledge; to our 
small merchants and manufacturers who are competing with 
national organizations; to our local papers who depend on 
local businesses, as do our lawyers, insurance agents, and other 
professional people. We have read some history, both Ameri- 
can and foreign, and have observed that ‘All power corrupts. 
Absolute power corrupts absolutely.”” We know that “‘it can 
happen here.” 

We do not contend, nor do we believe, that those represent- 
ing or connected with holding companies are motivated by any 
evil design. They are able and ambitious men, who are 
representing the corporations that employ them. We are not 
trying to put them out of business. H2674 is not punitive 
legislation. It takes none of their banks away from them. 
It simply requires them to respect our laws in future expansion. 


There is cause for grave concern over the increasing trend 
toward concentration of control over our country’s money and 
credit. We are rapidly following the example of England, 
whose many banks became the Big Five. She finally passed 
a law against further concentration. Do we dare wait so long? 
The Bank of England has been nationalized. France has na- 
tionalized its few banks. There are only a very few in all the 
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other countries. The same will inevitably come to pass here 
unless we forestall it by legislation. 


There is no question about what the reaction of the Ameri- 
can people would be to such a condition. A nation that would 
not allow a monopoly over tobacco certainly will not con- 
done one over the life blood of its econmy—money and 
Through their representatives in Congress and the 


credit. 


VITAL SPEECHES OF THE DAY 


State Legislatures they have at various period erected legal 
barriers against such contralization. Some of these have 
fallen, some have corroded. It is urgently necessary that we 
stop the remaining laws from being evaded. H2674 would do 
this. Its adoption by the Congress is necessary if we are to 
preserve our free enterprise banking system—the economic 
counterpart of our political system. Each is essential to the 


other. 


The Guaranteed Annual Wage 


SUPER UNEMPLOYMENT COMPENSATION 
By DR. EMERSON P. SCHMIDT, Director, Economic Research Department, Chamber of Commerce of the U. S. A. 
Delivered at the New York Chamber of Commerce, New York, N. Y., March 3, 1955 


State of New York again, is greatly appreciated. 

As your Chairman has pointed out, the guaranteed 
wage is an urgent problem facing not only American business 
but the American way of life, the American economy. It’s 
part of the greater drive for total security. It’s part of the 
ambitious expansionist program of certain labor leaders. There 
is no evidence of any genuine pressure for the guaranteed 
annual wage among the rank and file. That does not mean 
that they wouldn't like it. But the pressure does not come 
from the rank and file. It comes primarily from the intel- 
lectuals, and the labor leaders who pick up intellectual ideas 
as they become popular. 


Ts honor to address the Chamber of Commerce of the 


WHAT Is HUMANENESS ? 


Unfortunately, when you take a negative position on this 
question, you are, of course, accused of being in favor of 
unemployment. You are accused of being in favor of people 
having their budgets unbalanced. As you discuss this question 
with your people and elsewhere, you should aim to avoid a 
defensive position where you appear to want people to suffer. 

For that reason, you have to see the picture in the large 
and you have to be able to argue the case forthrightly and it 
turns on the question of what is humaneness. 

When once the employer has done all he can to regularize 
his production, his employment and his sales and conducts 
his operations so as to minimize costs and maximize returns 
to those who have provided the tools for production, he is 
benefiting mankind. To argue that it is more humane to pay 
workers for idleness through a wage guarantee than to operate 
an enterprise efhciently and profitably, is to see the trees and 
ignore the forest. 

A nation of dynamic and efficient enterprises is a key essen- 
tial of a healthy economy. If then public policy, particularly 
monetary and fiscal policy, minimizes economic instability and 
unemployment, it is more humane and makes for greater 
national security and individual security and well-being if the 
employer does not assume an undue responsibility for work 
force attachments. Everyone, except the total planner, would 
agree that the employer should be free to buy his fuel, raw 
materials and other components at the lowest possible price 
and only in needed quantities. He should enter long-term 
contracts for these acquisitions only if he gains in lower costs 
and maximizes the economical use of these resources. 

Yet, all these contracts also involve people, just as human 
people as those an employer employs directly. In short, the 
apparently humane act, namely, the guaranteed wage, may be 
quite inhuman when seen in the larger perspective and as a 


whole. Hard-headed business sense makes not only good 
dollars-and-cents sense, but also good humane sense. There 
is no necessary conflict between soft-heartedness on one hand 
and hard-headedness on the other hand. But this is a point 
which we love to dodge and the position into which you 
tend to be put if you argue against the guaranteed annual 
wage. 

Walter Reuther has announced that he will never again sign 
a contract with the motor industry without the guaranteed 
wage. Perhaps he means it; perhaps he does not. We, of 
course, already have a kind of a guaranteed wage for nearly 
all employees. Unemployment compensation is a guaranteed 
wage. It guarantees anywhere from 30 to 50, 70, 75 per cent 
of income for five or six months in most states. 


U. C. GUARANTEE Has WorRKED 


This system of wage guarantee has worked because the 
state legislatures have seen to it that it is made to work. 

In the first place, the employer's liability is limited in most 
states to 2.7 or 3 or maybe 4 per cent, such as Wisconsin, of 
covered payroll, which means in most states $3,000 of the 
employee's earnings. So it has been made to work because the 
liability under it is limited. 

In the second place, it’s been made to work because the 
states have seen to it that there is a reasonable ratio between 
the benefit scale, weekly benefit amount and the wage level 
of the worker. And therefore, the incentive to idleness has 
been minimized. By and large workers with family responsi- 
bilities have not been encouraged to malinger and they prefer 
a job rather than part-time pay. 

Furthermore, all the state laws require that a worker, in 
order to collect unemployment compensation, must accept 
other suitable job offerings and in most states the law specifies 
that the worker himself, in order to collect unemployment 
benefits, must be actively seeking employment. In most of 
the states that do not have that latter clause, the state ad- 
ministrators have interpreted the law to require that the worker 
must give evidence that he is actually seeking a job on the 
outside, in addition to registering with the state employment 
exchange offices. 

So our limited guaranteed wage of the last 20 years has 
been made to work for those obvious reasons. 


SuPER—U. C. 


What is this new thing, the guaranteed wage? What is the 
“super unemployment insurance”’ that is now on the threshold ? 
It's very difficult to make a rational discussion of any topic 
unless you can define it, unless you can identify it and put the 
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microscope upon it. But unfortunately this is not possible in 
the case of the guaranteed wage. It's loose term meaning 
many different things to different persons. It even means 
many different things to a specific union as the weeks and 
months pass by, and as the various proposals are subjected to 
analysis and criticism, so that the content of the guaranteed 
wage demand, shifts from time to time. So, obviously, it’s 
very difficult to make any valid generalizations about the 
guaranteed wage, unless you define it very precisely in advance 
and then stick to that definition. 

Unfortunately, such definition is not possible, because the 
various proposals, and the various demands, vary widely. 
But, in general, what the unions are currently demanding 
differs radically from what we used to think of as the guar- 
anteed wage. 

In years past, scores of employers have experimented with 
the guaranteed wage, such as Nunn-Bush, the Hormel pack- 
ing company, Proctor & Gamble and many, many others 
along the eastern shore—in Philadelphia, New York and 
elsewhere. In most of those cases, something of the type of 
the Proctor & Gamble program was envisaged. That is, 
workers with two or three years’ seniority on the regular 
work force would be guaranteed, let us say, 45 or 48 weeks 
of work and the guarantee would be a kind of an informal 
statement; it wouldn’t be too rigorous, it wouldn't be, per- 
haps, part of a contract. It would be subject to limitations 
and even to abandonment under various contingencies and 
conditions. And Proctor & Gamble has, on one or more occa- 
sions, reduced the guarantee. By and large, however, in 
spite of the fact that this is kind of an open-end affair, sub- 
ject to unilateral reduction or elimination, both the manage- 
ment of that company and the workers feel that it does add 
an element of security. 

Mr. Jay C. Hormel took the position that he would not pay 
unemployment compensation. His guaranteed wage scheme 
was a substitute for it, and he made it work, largely through 
the special section of the Wage & Hour Law, Section 7 (B) 
(2) which permitted him to work his employees up to 56 
hours. Actually, in the Hormel case the peak week is 53, but 
in the law up to 56, without penalty of overtime. But Hormel 
pays the workers a standard amount, from week to week 
throughout the year. The overtime pay, so to speak, the weeks 
of work in excess of 40 or 38, are used to offset the short 
work weeks of ten or fifteen or twenty hours. This is good 
for the community; it’s good for the workers; it’s good for 
Hormel. It keeps the labor force intact. 

Those were the old types of guaranteed wage plans. Now, 
the new model, the 1955 model, is quite different.* The new 
model would be collectively bargained and it would provide 
for concurrent payment with unemployment compensation and 
it would extend beyond the normal unemployment compen- 
sation pay period of 20 or 26 weeks. The pay, according to 
the UAW, the automobile workers union, is to be equal to the 
take-home pay of the worker, at least to the point where he 
can maintain his normal standard of living and there are to 
be no “‘if’s” and ‘‘and’s” about that. 

They want coverage to extend to all workers who have 
gained seniority, which in most cases means anywhere from 
30 to 90 days. Workers with more limited seniority would 
qualify for more limited amounts; but workers with a year 
or two seniority would be guaranteed full purchasing power, 
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purchasing power equal to what they earn when they are fully 
employed for a period of 52 weeks. And the unemployment 
insurance would supplement—would be used as an offset—the 
requirements of the guarantee. 

This raises a lot of special problems and it increases costs, 
not only of the guaranteed annual wage itself, but also the 
cost of unemployment insurance. An immoderate liberal has 
been defined as “an egghead who believes in full unemploy- 
ment with a guaranteed annual wage.” 

Now, it is not wise to oppose the idea of the guaranteed 
wage. We all are for the security—and certainly there is no 
objection if an employer finds it practical, feasible—to guar- 
antee his workers or some of them a month of work, or six 
weeks or half a year or a year. If he finds that good, sound 
industrial relations are consistent with some wage guarantee, 
I see no objection to it. As a matter of fact, I would person- 
ally like to see lots of experiments aiong that line. But there's 
quite a difference between a strictly voluntary action, after 
careful analysis and study on the part of management, and 
acceding to a demand after a more or less coercive threat to 
close down your plant, to lock up your offices if you don't 
concede to these or those demands. 

Collective bargaining, in spite of the fact that it is recog- 
nized by law and accepted by 80 or 90 per cent of the Ameri- 
can people, is essentially a method of coercion. The chief ob- 
jection to throwing this on the collective bargaining table is 
that a great many employers will be more or less coerced 
under the threat of bankruptcy, under the threat of closing 
down plants, into the kinds of arrangements which may 
turn out to be quite impractical and unwise. 

Most of the guaranteed wage plans of the older type have 
been adopted in what we call the service and non-durable 
consumer goods industries like soap, meat, shoes and a few 
other things of that type, where the employment is quite 
regular, where the storage problem for off-season production 
is not too difficult, where fashions don’t change too much, 
and where you don’t have the problem faced by the durable 
goods manufacturers. So the guaranteed wage has had limited 
application on a voluntary basis in a rather limited number 
of sectors of the economy. Now it is proposed to extend it 
into durable goods industries where it is, in a sense, most 
needed. But the tragic thing about the guaranteed wage is 
that where it is most needed, it won’t work and where it 
would work it isn’t needed! 


INTEGRATION WITH U. C. 


Now, just a few words on the problem cf integration with 
unemployment insurance, because that is the current pro- 
posal in most cases, although it probably shouldn’t be. It 
probably is illegal in nearly every state for an employer to 
enter into a contract to pay unemployed workers supplementary 
guaranteed wage if they also collect unemployment insurance. 
However, if it is right to integrate unemployment insurance 
and the guaranteed wage, we ought to remove the legal barrier 
and not have any argument about it. 

Another problem of integration relates to the question 
of work incentives. The minute you raise this question, you're 
immediately accused of viewing the American workers as 


* The CIO leaders say these older plans are no good. 
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being malingerers and idlers who want to get paid for doing 
nothing. But we do know that wages are paid, to induce 
people to work. They are an incentive. 

If you pay people for not working, they don’t have to be 
chiselers or malingerers to think of that as being rather pleas- 
ant and certainly the Americana workers are not malingerers 
and are not chislers, by and large, but they know a bargain 
when they see one! Unfortunately, we've had very few 
studies of the relation between U. C. benefit levels and work 
incentives. Here the state employment insurance offices have 
been somewhat remiss. 

We know that for a man with family responsibilities, even 
80 per cent of the normal wage will not encourage much 
malingering. But we do know that an unduly large propor- 
tion of workers who exhaust their unemployment insurance 
benefits, or the workers who have the longest spell of un- 
employment, tend to be women and single. That tells a tale. 

We do know that under the 52-20 Clubs for the veterans, 
where they collected $20 for 52 weeks if they were unem- 
ployed, the closer the benefit level was in a state to the aver- 
age wage in that state, the bigger the proportion of veterans 
who exhausted their benefit rights—in other words, collected 
unemployment insurance for the full 52 weeks. It was a 
beautiful statistical correlation. In the country as a whole, 
about 10 per cent of the veterans went the whole distance, 52 
weeks. In Wisconsin, less than 3 per cent, collected for 52 
weeks. Wisconsin has a good law, very well administered, 
right down the middle of the road, neither pro labor nor 
pro management, an excellent law. Less than 3 per cent of 
the Wisconsin veterans collected unemployment insurance 
for the full 52 weeks. But in Puerto Rico, where the benefit 
level was almost equal to the average wage, 62 per cent of 
the Puerto Ricans collected unemployment compensation for 
the full 52 weeks! 

So you don’t have to be cynical about human nature in 
order to be realistic about this particular phase of the guar- 
anteed wage problem. Unfortunately, the scholars have neg- 
lected this whole area of work incentives. There is one book 
written by Father Joseph Becker, published by Columbia Uni- 
versity, The Problem of Abuse in Unemployment Benefits, 
which sheds some light on this question. You New Yorkers 
certainly remember that your state had to open two unemploy- 
ment offices in the State of Florida right after the war! 

Another problem of this integration approach, is the cost. 
Employers already pay for unemployment insurance anywhere 
from 1 or 2 per cent up to 3 or 4, depending on the particular 
employer and state. Mr. Reuther and his associates persistently 
say, the guaranteed wage won't cost much since it will merely 
supplement U. C., as though you employers don’t pay for un- 
employment insurance! 

We have demonstrated the contrary in some of our research 
studies quite clearly, particularly in Jobs? or Jobless Pay?,* 
which was prepared under the direction of our friend, A. D. 
Marshall, Vice President of General Dynamics, whom I am 
happy to see in the audience. We found that, under this 
scheme, it was possible for employers, who didn’t try much 
to regularize their operation, to milk the law, while the in- 
dividual employer's liability is limited to 2 or 3 or 2.7 per 
cent, most states have a system under which the fund has to 
be constantly reimbursed, perhaps automatically or by special 
act. If a group of employers adopt, say, a guaranteed wage 
and then there is an excessive drainage because of that extra 
incentive to malinger due to the supplementation of unem- 
ployment insurance, the state unemployment insurance fund, 
will tend to be drained. So it is quite possible that even if 
you do not adopt a guaranteed wage in your business other 
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employers in your community, adopting this kind of supple- 
mentation, will nevertheless be able to shift part of their cost 
onto you. That is a very important reason why every business- 
man needs to be interested in the guaranteed wage, even 
though he hasn't even a union, or his union isn’t asking for 
it. You may bear part of the cost if it works out as our re- 
search study indicates it will. 

Now, what will be the cost of this super unemployment in- 
surance, or supplementation of the unemployment insurance, 
through the guaranteed wage? The labor leaders and their 
spokesmen are talking about 5 per cent of payroll, 6, 8, 10 
percent, something like that—10 cents an hour. Various 
figures are mentioned. They say the cost will be very small. 
In any case, they're going to limit the cost; they're not going 
to go all-out. 

Of course, this, as you all know, is what is known as the 
“nose in the door” approach, where they start with a limited 
demand of 10 cents an hour to be set aside and put into this 
guaranteed wage trust fund. The coal royalty started at 5c a 
ton and is now 40c. But also supposing the fund is exhausted 
at the end of six or eight months, even though you accumulate 
it for a year before it goes into operation? And the com- 
munity knows that you as an employer have adopted a guar- 
anteed wage; even though it isn’t called that in the contract 
with your union, it’s still called a guaranteed wage by the 
newspapers and others. Suddenly, right in the middle of a 
spell of unemployment, newspaper headlines come out, “So 
and so Company Drops the Guaranteed Wage.” 

You've probably lived 100 per cent up to your legal obliga- 
tions of the contract under the commitment—10 cents an 
hour, we'll say—but what will that do to your public rela- 


tions, to your community relations? So this notion, which is 
constantly put forth, that the union is making only a very 
limited demand—5, 8 or 10 cents an hour—has to be ex- 
amined very carefully in terms of public and industrial rela- 
tions and not just cost accounting. 

Now, the unions are proposing a rather complicated system 
of financing this guaranteed wage. The UAW proposes 3 


different financing approaches: First, pay-as-you go. That's 
to take care of the small drops in employment, so to speak. 
Second, there would be a reserve fund built up to take care of 
larger volumes of ges age Finajly, they are convinced 
that the automobile industry ought to be parasitical on the 
rest of the economy, for example, and. there ought to be ‘a 
reinsurance fund.” 

They have never defined the latter. No one knows quite 
what is means. But, in general, what they are aiming at is that 
there should be a larger coverage in some way. Sometimes 
they say it should be regional; sometimes it should be metro- 
politan, and once in a while it slips out that they're looking 
toward the United States Treasury. 

So acutally, you would have, in a sense, four separate funds 
which would finance, or which would be used to finance, 
unemployment. You'd have this pay-as-you-go; you'd have 
the reserve fund; you'd have this reinsurance fund; and, of 
course, finally, you'd have the regular state unemployment 
insurance fund. 

Why this complicated system of financing, this complicated 
system of taking care of this problem? It’s partly internal 
union politics; it’s partly the problem of what do you do with 
a situation where, let’s say, the most recent workers are laid 


* Available from Economic Research Dep't. Chamber of Com- 
merce of the United States, Washington 6, D. C. $2 per 


copy. 
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off first. They'll collect a guaranteed wage plus U. C. If 
unemployment continues and more workers are laid off with 
higher seniority and the fund is suddenly empty. So, in one 
case, a union has proposed that you actually set up separate 
funds by virture of seniority. The workers with one’s years’ 
seniority would collect so much out of the fund. For workers 
with two years’ seniority a separate set ot books would be 
kept, etc. 


In other words, the unions have the problem of selling this 
idea to their own members and the members with high 
seniority—five or ten years—tend to have steady work. They 
would much prefer to have a wage increase, rather than to 
have the labor leader negotiate a wage agreement, under 
which 5 or 10 cents an hour is sequestered in a separate fund 
to take care of these youngsters who have recently been added 
to the payroll. 


JoInT- ADMINISTRATION 


Reuther, has been an exponent of the foreign ideology 
called co-determination for many years. Some people think 
he is at heart a syndicalist and some call him worse than that. 
But, at any rate, he is insistent that this guaranteed wage 
program be jointly administered by management and labor, 
with an independent, neutral arbitrator, who will break dead- 
locks! We've had some experience with arbitrators; we know 
how their minds work. 


Murray Lattimer, who is the father of the idea of U. C. 
integration, in a recent speech in Detroit stated that the em- 
ployer should be the sole administrator. Although Lattimer 
is very beholden to the union and the union viewpoint, he 
sees no end of dynamite in this idea of joint administration. 


The union leaders insist that the eligibility rules for the 
guaranteed wage should be different from those for the state 
unemployment insurance. They insist that the state agencies 
should not administer a separate fund for the guaranteed 
wage. They insist that the qualifying rules should be different, 
the eligibility rules; the rules under which a worker would 
be declared ineligible for refusing a job and so on should be 
different under the guaranteed wage provision than under the 
state system. They want a great open end and they want to 
leave all of this to collective bargaining. By using strikes and 
threats of strikes, and what-not, they hope to get very, very 
liberal terms. 


But you can imagine, if you were financing two unemploy- 
ment programs for your employees and you had to have two 
different sets of books, two different sets of rules for eligi- 
bility and qualification, disqualification and all the rest, the 
kind of industrial relations that you would have in your shop. 
The men with high seniority might prefer to be the first to 
be laid off, if they can get a year’s pay for doing nothing, 
especially those fellows getting to be around 64, near retire- 
ment. They are near retirement and if they are offered a year, 
wonderful, they'll go to Florida. And there wouldn’t be State 
of New York Unemployment Administrators chasing them 


either. 


EMPLOYERS RESPONSIBILITY 


What can you do about this? First of all, you ought to see 
to it that your own state unemployment insurance law is in 
proper order. In general, the states have done a good job of 
improving coverage, of improving duration and of keeping 
the benefit level rising, with one exception and that is the 
maximum rate. There is something to be said in some states 
for raising the ceiling or maximum weekly unemployment 


benefit. 
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In some states, this ceiling brings the average benefits down 
too low and it makes the system vulnerable. That's one of 
the improvements that needs to be made in some state laws, 
although in some cases other things might be considered, 
such as increasing duration for longer service employees who 
haven't had a layoff, say, for five or ten years. One of your 
duties, as a businessman is to see that your state law does 
the job for which it was intended. 

Second, you ought to do everything you can to regularize 
your production, your employment and your sales. Very 
frequently, there is something wrong with your marketing 
system, with your personnel system or with your production. 
By having perhaps an over-all employment stabilization com- 
mittee repre ‘ting key departments, you can very frequently 
eliminate son. of the ups and downs of your fluctuations of 
employment. There’s a vast literature on that subject. 

Third, if you want to look into the question of the guar- 
anteed wage, I would certainly say look at some of these older 
plans like Proctor & Gamble and Hormel. I have never under- 
stood why Section 7 (B) (2) has been so inoperable—the 
section of the Fair Labor Standards Act—because it’s the 
key to the success of the Hormel Plan under which, I think, 
everybody is happy except National labor leaders and even 
the local labor leaders are for it. 

Fourth, you ought to study the literature. I am impressed 
more and more that in a democracy, we need to have more and 
more articulate people. I don’t think democracies make many 
mistakes when full discussion and full disclosure precedes 
action. 

To help this evaluation we published several pamphlets. 
The one on Jobs? or Jobless Pay? is, 1 think, the only ex- 
tensive analysis of the integration idea and we've got others 
on other phases of the subpect. If you can get enough people 
to study these questions, you won't be caught short and you 
won't make many mistakes. 

Finally, I'd like to suggest to you that you throw the 
problem back to the labor leader. It it costs so little—S or 
6 per cent of payroll— why can’t the labor leader call his 
members together in a hall and say to them, ‘Now, let’s make 
an assessment on ourselves and adopt our own guaranteed 
wage. We'll assess ourselves a nickel an hour, or a dollar a 
month, or whatever. We'll build up a fund. Whenever our 
members get laid off, we'll pay the guaranteed wage.” 

If this idea is sound, if it’s good, if it doesn’t cost much, 
that would be a practical way for the union to have its own 
guaranteed wage system. : 

Then the union wouldn't get into any trouble with the state 
over illegally supplementing unemployment insurance. There 
would be no friction with the state agency or all the rest. 
We have some literature on that in which it’s spelled out in 
greater length if you're interested in it. 


CONCLUSION 


So again let me say, you're facing a tough problem if you 
have to meet this issue. You want to be sure you aren’t put 
on the inhumane side in your arguments. On the other hand 
see that your state U. C. law is adequate. It is smart to do 
everything you can to provide as regular stable employment as 
you can. If we do that and if we have sound monetary and 
fiscal policy to eucourage growth and stability within our 
economy, the American people may be expected to settle 
for that. Thank you. 





